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Soctlanl’s native “nip” warms the cockles of the heart. 
What better Christmas gift than the world’s most famous 

whisky! The unrivaled experience of over three centuries in 
distilling and blending Scotch whisky is reflected in the fine 


flavour and unvarying quality of Haig & Haig today. 


Haig & Haig 


BLENDED SCOTS WHISKY, 86.8 PROOF e RENFIELD IMPORTERS, {TD., N.Y. 


here are stars in the sky 


as well as thunder and lightning 


There is goodwill in the hearts of men at Christmas. There’s a warm welcome for 
the neighbor—a deep desire for friendship between nations—a determination to 
achieve lasting peace. »« Clouds scud along the horizon, sometimes building up to 
frightening thunderheads. Angry voices thunder without reason—and threats, like 
lightning, break and crash over the people’s heads. »« Yet the eternal stars are 
there—stars of Hope, of Faith, of Love—now dimmed or hidden by the clouds — 
now breaking through with a clarity and brilliance and strength that will not be 
denied. »« May these stars be seen and followed by the wise men of all nations. 


May they light the path to peace. That is the Christmas prayer of the people. 


CHRISTMAS 1953... BANKERS TRUST. COMPAR. NEW YORE 


Once more we reprint this now familiar prayer of ours, exactly as it was written six critical years ago. 











... with Bendix* Radio 












































A good way to 


Bendix* Radio has helped many leading 
railroads streamlineoperationsand improve 
service to shippers and passengers. Offi- 
cially known as Bendix C.R.C.—Centralized 
Radio Control—it lets dispatchers talk to 
any train crew, conductors talk to engineers 
or another train or wayside station; emer- 
gencies can be made known immediately; 
freight classifications speeded; single tracks 
can handle larger volume both ways; un- 
scheduled stops for information are 
eliminated. Bendix Radio communications 
systems are also widely used in industry, 
by police and fire departments, taxi and 


run a railroad! 


bus operators and trucking systems. ’ 

The big picture of Bendix shows twenty-i"@. 
manufacturing divisions manned by over six tho! 
sand engineers and researchers working with al 
producing hundreds of different products 
nearly every basic industry. Bendix busin 
philosophy is planned diversity backed by talet 
experienced in every branch of industrial scient 
Bendix makes, for example, a very fine coast 
brake for bicycles; it also works with guided : 
siles and in nuclear physics. A look at the patti 
list of divisions and products at the right ™ 
give you a more comprehensive idea of Benw 
diversity. 





































































We believe Bendix experience can contrib- 
ute, perhaps vitally, to some phase of your par- 
tha ticular business. Who knows—maybe a chronic 
i problem bottlenecking one of your operations 
, was licked by Bendix today? Why not have 
your secretary follow through on the following 
suggestion : 


_ 


Finn Our How BENDIX CAN HELP YOUR BUSINESS 
The complete story of Bendix is best told and illustrated in an interesting 
ge" digest called “Bendix and Your Business.” You are almost certain to 
din its pages at least one idea of how Bendix can help improve some 
'p™tt of your own business. Please make requests for this 40-page booklet 
on your company letterhead to: 

BENDIX AVIATION CORPORATION 









FISHER BLDG., DETROIT 2, MICHIGAN 






























PRINCIPAL DIVISIONS AND BASIC PRODUCTS 


BENDIX RADIO, TOWSON, Mb. 
PRODUCER OF RAILROAD RADIO 
radar; auto, railroad, mobile 
and aviation radio; television. 
BENDIX PRODUCTS, SOUTH BEND, IND. 
automotive brakes, carburetors, power 
steering; aviation brakes, landing gear, 
fuel metering. 

ECLIPSE MACHINE, ELMIRA, N. Y. 
Stromberg* carburetors, electric fuel pumps, 
starter drives, coaster brakes. 
MARSHALL-ECLIPSE, TROY, N. Y. 
brake blocks, brake lining, synthetic resins. 
ECLIPSE-PIONEER, TETERBORO, N. J. 
aviation instruments and components; foundry. 
BENDIX FRIEZ, TOWSON, MD. 
meteorological instruments; precision instruments 

and recorders. 

SCINTILLA, SIDNEY, N. Y. 
aviation ignition systems; industrial engine 
magnetos; diesel fuel injection; 
electrical connectors. 

RED BANK, EATONTOWN, N. J. 
electronic tubes; dynamotors, inverters. 
ZENITH* CARBURETOR, DETROIT, MICH. 
automotive, marine and small 
engine carburetors. 
BENDIX-SKINNER, DETROIT, MICH. 
micronic filters. 

PACIFIC, NORTH HOLLYwoop, CALIF. 
telemetering equipment; hydraulic and electric 
actuators; depth recorders; boat steerers. 
CINCINNATI, CINCINNATI, OHIO 
automatic viscosity regulators, nuclear products. 
BENDIX COMPUTER, LOS ANGELES, CALIF. 
digital computers. 
BENDIX-ECLIPSE OF CANADA, LTD. 
Windsor, Ont. 

BENDIX INTERNATIONAL 
New York City 


*REG. U.S. PAT. OFF. 
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%* What Really Happened to German U-Boats? 


Were they destroyed after the war, as planned? Or did Russia 
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for the first time, is the whole story. Page 41. 
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The chances are you have, for plastic lam- 
inates — plain and patterned — are used ex- 
tensively today in both homes and business 
establishments. You’ll find them in table, 
desk and counter tops, walls, wainscots, wash 
rooms, elevators. They’re not harmed by 
boiling water, alcohol, cleaning acids or al- 
kalies . . . wipe clean with a damp cloth... 
keep their good looks indefinitely. 


Creative Chemistry... 


in Progress 


Ever see a Plastic “Sandwich” ? 


REIGHHOL 








How are these plastic “sandwiches” made? 
Merely by impregnating layers of paper with 
synthetic resins and fusing these layers into 
a smooth, hard single sheet under intense 
heat and pressure. We don’t make plastic 
laminates, but we’re proud to be a major 
supplier of resins to the people who do. 


REICHHOLD CHEMICALS, INC. 
630 Fifth Avenue, New York 20, N. Y. 























Retail Credit Company 


(an Help You 


“.,.save many dollars” 








A chemical company wrote us as 
follows regarding the helpfulness 
and economy of 


Personnel Selection Reports 


“ 


. on one report alone you have 
justified your existence for a long 
time to come... we were able to 
save many dollars. We are utilizing 
your services on every employee 
which we put on our payroll... well 
worth every cent we spend.” 





These Reports are based on the most 
dependable method of investigation 
— interviews with logical sources by 
skilled investigators. 


24,000,000 PERSONS 


are now covered by files maintained 
in our offices. Information in files 
adds length and breadth of coverage 
to current investigations and con- 
firms and supplements them. 


Please write Home Office for booklet: 


“BETTER SELECTION OF PERSONNEL” 


Retail Credit Company 


90 FAIRLIE STREET, N.W., ATLANTA 1, GEORGIA 


Prompt Investigative Service Anywhere in 
United States, Canada, Cuba, Mexico. 
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The March of the Ne 





HOPE FOR TAXPAYER 


RESIDENT EISENHOWER had good news 

for U.S. taxpayers. A. tax program 
would be ready early in the new con- 
gressional session, the President told a 
press conference. He doubted, however, 
whether it would or should call for in- 
creased tax revenues, even though a 
balanced 1954 budget was a dimming 
prospect. The approach was to be 
through further cuts in spending. But 
here the big outlays for defense, 70 per 
cent of the budget, continued an ob- 
stacle. 

Amplification came from the Treasury. 
Secretary George M. Humphrey said the 
Administration has not “abandoned ef- 
fort or hope for an early balanced budg- 
et,” but cannot reach this goal as 
“rapidly as we all might wish.” Marion B. 
Folsom, Under Secretary, said the tax 
program would include many revisions 
of the present law intended to eliminate 
serious inequities and so stimulate eco- 
nomic growth. 


ADMIRAL’S WARNING 


HE FEELING of world crisis may have 

lessened, warned Admiral Arthur W. 
Radford, but “unfortunately the threat 
of war has not diminished.” This was his 
first speech since becoming Chairman 
of the Joint Chiefs of Staff last August. 
Russia, he added, has the means of mak- 
ing an “atomic attack on us” and there 
has been “no reduction in the truly vast 
militant force with which the Soviet 
Union continues to threaten the free 
world.” The situation, he said, calls for 
stepped-up defense plans. 


SHRINKING U.S. PAY ROLL 


ENATOR HARRY F. BYRD'S Committee 
S on Government Spending reported 
that the Administration dropped 96,527 
employes from the pay roll between July 
and October, leaving a total of 2,373,113 
Government workers on October 31. This 
was 196,941 less than in October, 1952. 


ATROCITIES RECITED 


N OUTRAGED GENERAL, Matthew B. 
A Ridgway, told a congressional com- 
mittee that the Communists in Korea 
carried on a “program of brutality and ex- 
termination against prisoners of war that 
probably has no parallel in modern 
times . 

General Ridgway was followed by a 
series of former POW’s who told in hor- 
rible detail of cruel shooting of. prison- 


ers; tortures, death marches, disregard 
for the needs of the sick and wounded 
development of dread oriental diseases 
medical “experiments.” 

In New York, over Russian opposition, 
the United Nations General Assembly 
adopted a resolution expressing graye 
concern about evidence that atrocities 
had been committed against 38,000 pris. 
oners, including 10,000 murdered GIs. 


AUTO MAKER’S FORECAST 


ENRY FORD II GAVE it as his opinion 

that there would be no economic 
recession in the U. S. next year, although 
the inflationary spiral has been slowed, 
He was asked whether he thought Goy. 
ernment controls should be re-established 
to stop rising prices. Price controls and 
Government regulations are “a menace 
in any form... ,” he said. “Our economy 
is based on the fact that the United States 
operates better without controls. Put a 
collar on us and . . . sooner or later it 
will begin to choke and repress our 
industry and economy.” 


NOMURA RETURNS 


DMIRAL KICHISABURO NOMURA, former 
A Japanese Ambassador to Washing. 
ton, paid a call on former Secretary of 
State Cordell Hull, his first since Dee. 7, 
1941. On that occasion Mr. Hull heaped 
denunciations upon Admiral Nomura for 
the Japanese attack on Pearl] Harbor, and 
ordered him out of the office. The more 
recent visit was quieter, and what was 
said was kept a secret. 


NIXON AND NEHRU 


ICE PRESIDENT RICHARD M. NIXON 
V stopped off at New Delhi in his 
good-will tour of the Far East. He found 
that Premier Nehru, often criticized 0 
the U.S. for his tender treatment 0 
Communist China, had some things t0 
say. After a two-hour’session and a “ver 
good talk,” the Indian leader indicated 
he had made these points: There is 00 
near chance of war; India and other 
Asian nations want a maximum of peace. 
so that they may build themselves up 
economically. India wants recognition 0! 
Communist China because any polit) 
based on “nonrecognition” is likely t 
be “noneffective.” The dominant feeling 
in Asia is nationalism, he said. 

In Washington, President Eisenhowe' 
said he was encouraged by reports thi! 
Mr. Nixon’s trip is making for an atmos 
phere of co-operation between the U.> 
and Asian countries. 
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The HARE, the TORTOISE 





and HIGH BLOOD PRESSURE 


pawl everyone knows the famous 
Aesop fable about the hare and the 
tortoise. There is a good lesson in it for all 
of us, but for people who have high blood 
pressure this ancient fable can have a spe- 
cial meaning. 

You may remember that the tortoise 
“pursued a slow but steady pace straight 
to the end of the course.” Yet he won the 
trace simply by taking it in his stride. In- 
deed, he took life much, much easier than 
the hare. 


This is exactly what doctors wish that 
all patients who have high blood pressure, 
or hypertension, would do. In fact, people 
who have moderate, uncomplicated high 
blood pressure are often helped simply by 
learning to adjust their lives to a slower pace. 











The outlook for still better methods of 
treating hypertension is promising—as stud- 
les by many agencies, including the Life 
Insurance Medical Research Fund, progress. 
The Fund, supported by 146 Life Insurance 
Companies, is devoting much of its research 
to hypertension and blood vessel disorders. 





A relaxed attitude toward life is impor- 
tant in the treatment of this disorder be- 
cause rush, “‘drive’’ and emotional tension 
can cause an already elevated blood pres- 
sure to rise to even higher levels. This is 
why doctors advise a steady, easy pace 
during the day and eight or more hours of 
sleep every night. 

In addition, patients should carefully 
follow their doctor’s advice about diet and 
eating habits. Above all, weight should be 
constantly kept at the proper level, because 
high blood pressure and overweight often 
go hand in hand. 

People who learn to take these precau- 
tions may live happily, usefully and actively 
with hypertension even to old age. 


Of course, if blood pressure reaches and 








Metropolitan Life 








Insurance . Company 

















stays at an excessively high level . . . or if 
it is caused by an underlying disease .. . 
the situation becomes more serious. Even 
in these cases, there are often ways to 
lower pressure and relieve symptoms— 
such as drugs, surgery and special diets. 


High blood pressure affects at least 4 
million Americans . . . and is a major cause 
of heart disease in middle age and later 
years. If you have reached the years when 
high blood pressure is most likely to occur 
... if you are overweight . . . and if there 
has ever been high blood pressure in your 
family, do not neglect to see your doctor 
for regular medical examinations. When 
discovered early, hypertension is usually 
easier to control. 








Please send me the free 
booklet, 1253-K, “Your 
Heart.” 
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Q How popular is beer in 
the homes of America? 





A Today, nearly two out of three 


families serve the beverage of moderation. 








Beer has always “belonged” in this land of 
ours. It came over on the Mayflower—as 
part of the provisions of the Pilgrims. 
George Washington and Thomas Jeffer- 
son were just two of our early patriots 
who favored the beverage of moderation. 

Today, beer is more popular than ever— 
so popular that it is now computed in the 


United States Brewers Foundation... charterea 1862 33 


Federal Government’s Consumers Price 
Index—along with meat, fruit, vegetables, 
and dairy products. These products are 
considered as a basic part of the moderate- 
income family’s shopping. 

A nationwide survey indicates that beer 
is now served in nearly two out of three 
American homes. 


* % 
od 


= 
S rou' 


One of America’s Oldest Continuous Non-Profit Trade Associations 


Representing over 85% of the Country’s Malt-Beverage Production 
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24th and N Streets, N.W. 


Newsgrann Washington, D. C. 


You can be reasonably sure of the following in the period ahead: 

Appeasement, in modified form, will be offered to Communist Russia. 

Tr-de_herriers against Communist countries will be lowered. Trade, to be 
allowed to revive, will give Communist countries many strategic products. 

Asitation, to cause unrest in the Communist empire, will be checked. 

Comnunist China, slowly but surely, will be eased into the U.N. 

European Army idea will be allowed to die, gradually. German rearmament 
will be delayed some more. Liberation for nations gobbled up by Communists in 
postwar years will no longer be emphasized by American officials. 

Mr. Eisenhower is backing away from his stand against deals with Russia 
until after the Communists give an earnest of good faith. The basis now is 
being laid for 1954 talks designed to fix a price to be paid the Communists for 
a period of promised peace. Russia will not be required to show prior proof 
that her promises are any good, once they are given. 








Ike's idea is that U.S. must pay a price to keep its friends. An idea that 
others might pay a price to keep U.S. friendship is not entertained. 

Air defense of Britain today rests heavily on the U.S. Air Force. The 
British produce very few jets. U.S. official view is that U.S. taxpayers must 
pay a high price to Britain for the privilege of helping to defend her. 

Air and ground defense of France is a heavy U.S. responsibility. French 
have an 18-month draft, lag in defense. U.S. boys, instead, are drafted and 
U.S. taxpayers taxed heavily to provide much defense. For this privilege, 
Americans are supposed to bow to French ideas of how to deal with Russia. 

Defense of West Germany falls heavily on America. Germans who want to help 
with this defense are denied that right in order to please other U.S. friends. 

Eisenhower=Dulles concept is that bases for U.S. forces in Europe are so 
indispensable that no price in concessions to Allied viewpoints is too high to 
pay for those bases. It doesn't occur to U.S. policy makers that maybe U.S. 
allies might be expected to give more thought to American world interests as the 
price they pay for protection by American military forces. 

At_present: U.S. puts up the money and power; others lead. 














These other conclusions are becoming clear as diplomats talk: 

Indochina war will move toward truce. Communists, over the long pull, will 
get the upper hand. U.S. military is starting to take that for granted. 

Truce in Korea will drag on endlessly, tying down big U.S. forces. Peace 
for Korea is not even remotely in sight. Communist build-up in North Korea, 
going ahead, will not be stopped, will aim at fixing the boundary of the future 














(Over) 











































NEWSGRAM--TOMORROW-- (Continued) 


at the present truce line, maybe aim at a more distant new aggression. 
Communist China will be allowed to consolidate, grow strong. 
Nationalist Chinese, gradually will grow old on Formosa. Idea of a come- 
back for the Nationalists, a reinvasion, is fading. Blockade idea, too, is 
as good as dead. All the pressure is on the side of accepting a Communist 
dictatorship for the vast Chinese mainland.- , 











Atom-secret exchange with Britain will be favored by Eisenhower, but will 
meet strong resistance in Congress. Weapon secrets cannot be exchanged without 
Congress action. Congress is likely to be slow to act. 

Atomic power now in U.S. hands is a near guarantee that Russia will not 
dare to chance major war to gain her ends in years just ahead. Russia aim, 
instead, is to make gains through negotiation and infiltration. 











In U.S., anti-Communist activity will continue. There'll be no letup in 
Spy hunts, other motives, in spite of growing White House coolness. 

Morgenthau Plan is due to get a thorough airing. State Department he-s not 
heard the last of situations within that Department. John Paton Davies case 
Still is on the calendar of Congress committees. There are others, too. 

You get the full John Paton Davies story starting on page 26. 











Eisenhower, aiming his fire at McCarthy, is splitting Republicans. 

As practical politicians see it: Communism, as a political issue, is to be 
given up by Republicans if Ike has his way. "McCarthyism," however, as the 
Democratic answer to the Communist issue, is not to be given up by the Democratic 
Party. There is no evidence of a Republican-Democratic agreement. 








The result: Ike proposes to deny Republicans their big issue, to leave | 
Democrats with their counter-issue. Republicans are scratching their heads on 





that one, are wondering where it leaves them with any net gain. 
"McCarthyism," basically, means being tough on the Communist issue. 





Eisenhower-McCarthy division suggests a wrangling Congress session. 
There'll be lots of fights, little action in the session coming up. 
Tax cuts? There'll be minor ones in addition to ones schcoduled for the 
/ individual taxpayer. Corporations may get 50 per cent rate. Budget balance? 
| Not a chance. Economy? Yes, to a degree. Military will be cut. Foreign aid 
may be, somewhat. Farm supports? High-level supports will be continued. 
A whole new farm program? It's very unlikely. Tariff cits? Present 
program of reciprocal trade agreements is likely to be extendeu. Labor laws? 
No big changes probable. Congress, most probably, will confine itself to doing 
things it can't avoid, ducking most everything else. 

















Outlook for business seems about the same. On a timetable basis: 

First quarter, 1954: Some slight further sagging probable. 

Second quarter: Probably a seasonal turn upward in many fields. 

Last half, 1954: Moderate decline that might extend into 1955. 

Inventory adjustment is under way now. That means cuts in output for many 
industries, some layoffs. There'll be a reversal as Supplies work down. 

Prospect of tax cuts, absence of fear, assurance that Government will be 
reasonable in policies, absence of speculation indicate mild adjustment. 
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Fuel cost per 1,000 gross ton-miles of road freight service 
performed by Diesel locomotives in 1952 averaged 
16.1 cents. 





For coal-burning steam locomotives, it was 31.1 cents. 





For oil-burning steam locomotives, it was 37.1 cents. 


Complete Diesalization 
will eave railroads 


an additional $249,168,000 a year 


—or almost $25,000 a year per Diesel unit 


Last year, dieselization saved 
America’s Class I railroads $604,- 
063,000 in fuel and maintenance 
costs alone. 


Complete dieselization will increase 
these savings by $249,168,000 a 
year—an average of almost $25,- 
000 a year for approximately 
10,000 units needed to completely 


Diesel Locomotives Cut Fuel Costs in Half 


dieselize. This means a national 
average return on investment of 
better than 16% for fuel and 


maintenance savings alone! 


Years of experience prove that 
dieselization with General Motors 
locomotives is the soundest in- 
vestment a railroad can make. For 
further information, write for 


booklet, ‘“‘How Complete Dieseliza- 
tion Pays Off.” 
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ELECTRO-MOTIVE DIVISION:-‘GENERAL MOTORS 
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LA GRANGE, ILLINOIS * HOME OF THE DIESEL LOCOMOTIVE 


“IN CANADA: GENERAL MOTORS DIESEL, LTD., LONDON, ONTARIO 








Washington Whispers ae sy 


[What appears on this page is reported in Washington and other news centers] 


A Buffer Zone for Germany? . . . Adlai Stevenson 
‘Off and Running’ . . . British Cool to Nixon in Iran 


C. D. Jackson and James Hagerty, 
propaganda advisers to President 
Eisenhower, were congratulated by 
British officials at Bermuda for mas- 
terminding the White House and 
State Department statements critical 
of the ideas of Senator Joseph Mc- 
Carthy. 


x *k * 


Mr. Eisenhower did not consult mem- 
bers of his Cabinet, members of Con- 
gress or the Republican National 
Committee before deciding to make 
an attack on the ideas of Senator Mc- 
Carthy. The McCarthy ideas had pre- 
viously been expressed by a number 
of important Republican Senators, 
other than Senator McCarthy, and 
these Senators were affected by the 
President’s remarks. 


& -& & 


The President is getting letters from 
a number of members of Congress 
telling him that Republicans in 1954 
are going to use the “Communism 
and corruption” issue against Demo- 
cratic opponents regardless of any 
White House wishes in the matter. 
Mr. Eisenhower is hearing, too, 
that Republicans are going to be 
far from united on the issue of for- 
eign aid. 


x * * 


Some Republican Senators who do 
not agree with the line of foreign pol- 
icy being favored by the White House 
point out that John Foster Dulles, 
Secretary of State; Walter Bedell 
Smith, his No. 1 aide, and President 
Eisenhower himself, all had assign- 
ments under Democratic Adminis- 
trations. The result is described 
as a minimum of change from the 
policies that were pursued by Dean 
Acheson. 


x wR 


Sir Winston Churchill, among other 
things, pressed upon President Eisen- 
hower in Bermuda an argument that 


the U.S. Army should adopt the new 
British rifle as its standard‘ weapon. 
American ordnance experts are far 
from sold on the British rifle. 


x *k * 


Anthony Eden, Britain’s Foreign Min- 
ister and No. 2 man in the Conserva- 
tive Government, is in better health 
than for a long time but still is far 
from robust. Younger men in the 
Conservative Party of Great Britain 
are increasingly restive under leader- 
ship of a group in which many are in 
ill health or aged. 


x *k * 


Churchill and Eisenhower, in Ber- 
muda, discussed a British proposal 
for a security pact to be offered Mos- 
cow. The plan is to offer to withdraw 
Allied troops west of the Rhine in re- 
turn for withdrawal of Russian troops 
from East Germany. Police and troop 
streng.h of both West and East Ger- 
mans would be equalized, with the 
effect being to create a buffer zone be- 
tween East and West. 


x « * 


Adlai Stevenson, Democratic Party 
candidate for the Presidency in 1952, 
is confident that he already has dele- 
gates from New York, Illinois and 
New Jersey pretty well in hand for 
1956. Mr. Stevenson is regarded as al- 
ready in the race. 


x & & 


Walter Bedell Smith, Under Secretary 
of State and probably the most influ- 
ential adviser to President Eisenhow- 
er, is reported to be considering seri- 
ously an attractive job offer from 
private industry. 


zk *k & 


Sinclair Weeks, Secretary of Com- 
merce, is telling friends that he is not 
planning to resign, with Under Sec- 
retary Walter Williams to take his 
place, despite persistent rumors to 
the contrary. 


Scott McLeod, security officer for the 
Department of State, is taking steps 
to bring about removal of members of 
the National Lawyers Guild from the 
legal division of that Department, 
The Guild is being asked by the De. 
partment of Justice to show cause 
why it should not be classed as a sub. 
versive organization. 


x * * 


Ezra Benson, Secretary of Agricul- 
ture, is strongly inclined to plans for 
subsidized exports of some surplus 
farm products. Other nations with 
surpluses of their own to sell call this 
“dumping” and are prepared to resist. 


xk * 


Admiral Arthur W. Radford, Chait. 
man of the U.S. Joint Chiefs of Staff, 
is accepting the view of civilian off- 
cials in the Defense Department that 
economic as well as military factors 
must be considered in shaping the 
military budget. Right now there is 
pressure to go slow in cutting downon 
the defense establishment because of 
deflationary effects that might follow. 


x * * 


Richard Nixon, U.S. Vice Presidegt, 
got a bit of a jolt from the British, 
who let it be known that they no lon¢- 
er welcome such traveling mediators 
as Mr. Nixon in Iran. Mr. Nixon 
changed his world-tour schedule to 
include a stop at Teheran, and the 
British have made it clear that they 
were not pleased by the change. 


x wk * 


President Eisenhower is so firmly 
advised to qualify every referenc 
about U.S. opposition to a United 
Nations membership for Communist 
China that, in one press-conferenct 
sentence of 30 words, he used six 
those words to say twice that thet 
would be no negotiation on that poitl 
under present circumstances. He did 
not say what would happen if preset 
circumstances change a little. 
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‘ World’s Largest Double Swing-Span Bridge. the George P. Coleman Memorial Bridge 
spans the deep swift York River between historic Yorktown and Gloucester Point, Va. 
Two 500-foot swing spans, each weighing 1,300 tons, pivot horizontally on piers 44 feet 
in diameter, swinging open simultaneously to provide a 450-foot freeway that can accom- 
modate the passage of even the largest vessel. This 3,750-foot-long bridge was fabricated 
and erected by U.S. Steel. 


_ 
aoe? 
% 


Landing at Sea. When a fighter pilot lands his plane 

on a flattop, one of his biggest problems is stopping 

the plane. To help him, a hook attached near the 

plane’s tail engages one of the galvanized wire cables, 

mounted on spring brackets, that stretch across the 

carrier’s deck. The resiliency of the 

cable, plus the action of the spring 

bracket, helps the plane to stop . — a 

promptly and safely. Only steel can . : : Ready to Roll. Trains move faster today than ever before, 

do so many jobs so well. i —_—- : they carry heavier loads, they cover longer distances. This 

ee ‘ puts a premium on durability and safety in the wheels they 

roll on. U.S. Steel has been making wrought steel wheels for 
railroads for 47 years, has helped to bring the art of wheel- 
making to its present high level. Here you see some U'S'S 
Wrought Steel Wheels being carefully checked for essential 
dimensions before shipment. 


Have You Met these two members of the U. S. Steel 
Family? Mary Kay and Johnny are the engaging young 
couple who give you the inside story of our steel products 
on the United States Steel Hour—the new, every-other- 
Tuesday-evening, dramatic TV Show produced by The 
Theatre Guild for U. S. Steel. See your local newspaper for 
time and station. 


vemmamvonm UNITED STATES STEEL 


For further information on any product mentioned in this advertisement, write United States Steel, 525 William Penn Place, Pittsburgh, Pa. 
AMERICAN BRIDGE... AMERICAN STEEL & WIRE ond CYCLONE FENCE .. COLUMBIA-GENEVA STEEL.. CONSOLIDATED WESTERN STEEL.. GERRARD STEEL STRAPPING... NATIONAL TUBE 
OIL WELL SUPPLY... TENNESSEE COAL & IRON .. UNITED STATES STEEL PRODUCTS. . UNITED STATES STEEL SUPPLY . . Divisions of UNITED STATES STEEL CORPORATION, PITTSBURGH 

UNITED STATES STEEL HOMES, INC. » UNION SUPPLY COMPANY + UNITED STATES STEEL EXPORT COMPANY «+ UNIVERSAL ATLAS CEMENT COMPANY = 3-2078-B 
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JUSTICE’S ROGERS 
. a ticklish job 


> WILLIAM P. ROGERS is on the Justice 
Department end of the Communists-in- 
Government probes. As Deputy Attorney 
General, he finds this more ticklish than 
his old job of congressional investigator. 

Mr. Rogers has to say whether people 
charged with spying or lying under oath 
will be prosecuted. And not all these cases 
are open-and-shut. 

A decision to do nothing risks the ire 
of powerful men in Congress. But press- 
ing weak cases, if they fail in court, 
could discredit the Department and, per- 
haps, the effort to label the Democrats 
for “Communist coddling.” 

One case facing Mr. Rogers is that of 
John P. Davies, Jr., counselor of the U. S. 
Embassy in Peru, now under review (see 
page 26). 

In an earlier job, as chief counsel of 
the Senate Investigations subcommittee, 
Mr. Rogers saw the legislative branch’s 
side of investigating. He helped expose 
two “five percenters,” later convicted on 
perjury charges, and also William W. 
Remington, convicted for perjury in 
denying Communist affiliation. 


> CLAYTON FRITCHEY tipped off a de- 
veloping Democratic stratagem by ac- 
cusing the Justice Department of laxity 
in a jury-tampering case. The charge was 
denied, but it became obvious that the 
Democrats are seeking to show that there 
is a Republican “mess in Washington.” 

Mr. Fritchey, a former New Orleans 
editor, is Deputy Chairman of the Demo- 
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cratic National Committee and a former 
Pentagon press-relations chief. He also 
is editor of the Democratic Digest, a 
pocket-size magazine devoted to cartoons, 
quips and more solid political attacks. 

The magazine sells about 100,000 copies 
monthly. Despite its growing circulation, 
it still loses money. However, Mr. Frit- 
chey considers it a comparatively inex- 
pensive method of spreading the Demo- 
cratic gospel, hopes to build it into a 
permanent publication. 


> PAVEL F. YUDIN’S appointment as 
Soviet Ambassador to Red China exposes 
Kremlin fears that trouble is brewing 
there. Yudin is Moscow’s top trouble 
shooter in satellite areas. His new job 
may be a crucial one—to prevent China’s 
Communist leader, Mao Tse-tung, from 
following Yugoslavia’s Marshal Tito in a 
break with Russia. 

When rumblings of unrest began in 
Soviet-occupied East Germany last April, 
Yudin was rushed there with a new policy 
of appeasement. The storm broke de- 
spite him, in the bloody June 17 revolt 
by German workers. 

But Yudin still has a long and success- 
ful record in dealing with satellite na- 
tions. He spent two years in Rumania 
as editor in chief of the Cominform 
Journal, carried out several missions to 
Czechoslovakia, Hungary and China. He 
is a member of the powerful Central 
Committee of the Soviet Union’s Com- 
munist Party. 
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DEMOCRAT FRITCHEY 
. a Republican ‘“‘mess‘‘? 


—Wide World 


ClO‘S McDONALD 
. . a two-month tour 


> DAVID J. McDONALD, head of the 
CIO United Steelworkers of America, is 
becoming the man to watch for new pat- 
terns in labor policy. 

He is promoting the idea that union 
members are essentially partners in in- 
dustry. To that end, Mr. McDonald 
now is joining Benjamin F. Fairless, 
chairman of United States Steel Cor 
poration, in a two-month tour of steel 
mills. They are searching together for 
ways to promote co-operation, improve 
output. 

Mr. McDonald is preparing to demand 
a guaranteed annual wage for the Sted: 
workers next year, but does not intend to 
strike for it. The guaranteed-wage issue 
is a test of strength between Mr. Mc- 
Donald and Walter Reuther, head of 
CIO Auto Workers. Each wants it first 
to increase his stature in union affain- 
and they are personally hostile to each 
other. 

In politics, Mr. McDonald gets along 
with all sides. He is a Democrat, was @ 
delegate to the 1952 Democratic Ne 
tional Convention and is a high official 
in the CIO Political Action Committe 
He disowns any idea of a U.S. Labo 
Party, wants unions to be captives of 10 
party. He is the first high CIO officid 
to get an appointment in the Eisenhowe! 
Administration—a post on the commis 
sion studying tariff policy. Republicat 
Senators from Pennsylvania endorsed 
him for the job. 

(Continued on page 16) 
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"i wonder what roads will 
be like when I’m driving a real car... .” 


“That’s hard to say, son. Designing and 
building roads has come a long way since 
we ‘got ourselves out of the mud’ in the 
'20s by building concrete highways. 


“Your dad may remember that. But it 
is a good guess that neither he nor the 
highway engineers of that day ever im- 
agined that the kind of highways you're 
looking at would be commonplace today. 


“No one really knows what the next 
30 years will bring. Yet it’s quite likely 
you may see even greater progress 
made than your dad did in the last 30. 


“In any case you'll find the Portland 
Cement Association, in cooperation with 
other interested agencies, pushing the 
search for ways to make more durable, 
more economical, safer concrete roads. 


“That has been one of the objectives 
of the Association since it was founded 
in 1916 with headquarters in Chicago. 
Safe, low-annual-cost concrete roads 
such as you’re looking at are the best 
evidence of the success of that search.” 


PORTLAND CEMENT ASSOCIATION 
33 West Grand Avenue, Chicago 10, Illinois 


Anational organization to improve and extend uses of portland cement 
and concrete through scientific research and engineering field work 
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CONTINUED 


> SAM RAYBURN, Democratic Leader 
in the House of Representatives, is wag- 
ing a grassroots campaign to swing his 
home State of Texas back into the Demo- 
cratic fold. 

His chief target is Governor Allan 
Shivers, who led a Democratic bolt that 
threw the State to President Dwight D. 
Eisenhower last year. 

Mr. Rayburn’s strategy is to wrest con- 
trol of the party organization from Gov- 
ernor Shivers in next spring’s State con- 
vention. He started with fund-raising 
dinners ($10 a plate) in each of the 31 
districts of the State Senate, plans to 
work right down to the precinct level, 
lining up convention delegates as he goes. 

The former Speaker claims he’s mak- 
ing progress. He says the President’s 
popularity is slipping among the Texans 
who supported him. He predicts that Mr. 
Eisenhower will lose more ground in the 
next session of Congress when Republi- 
can members start straying off the Presi- 
dent’s legislative range to browse for 
votes back home in the 1954 elections. 

With presidential candidate Adlai E. 
Stevenson invading other Southern 
States, the Democrats are going all out 
to recapture the once “Solid South.” 





> CARL T. CURTIS has waited a long 
time to get at the federal old-age retire- 
ment program. As a Republican Repre- 
sentative from Nebraska since 1939, he 
| | has called “grossly unsound and ineffec- 
| | tive” the multibillion-dollar system to 
which millions of workers look for cash 
on which to retire. Now, as chairman of 
a Ways and Means subcommittee study- 
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CARL T. CURTIS 
. .. old-age questions 








—United Press 


SAM RAYBURN 
. » » grassroots politics 


ing the huge system, Mr. Curtis has his 
chance. 

Yet the chairman’s “objective re-exami- 
nation” of the plan is not without ob- 
stacles. Subcommittee Democrats and 
labor leaders have fought him all the 
way. They remember 1949, when Mr. 
Curtis saw the need for a “drastic over- 
hauling of the program . . . even though 
it proves necessary to abandon complete- 
ly those concepts on which the present 
program rests.” 

Actually, Mr. Curtis repudiated much 
of his earlier condemnation of the plan. 
Yet he is determined to correct what he 
calls its “weaknesses” and “inequities.” 
To skeptical labor groups, waiting for his 
proposals, the question is how far the 
Congressman has departed from his early 
opposition to the system. Their answer, 
from Mr. Curtis, is: “In due time I will 
have my own statement as to what I be- 
lieve should be done.. .” 


“ce 


> REAR ADMIRAL J. P. WOMBLE, JR., 
a Navy career man for 33 years, has 
come up with a list of 30 ways by which 
a career in the United States armed serv- 
ices can be made more attractive. 

His list will get more attention than 
most. It’s the final, long-awaited report 
of the Admiral’s five-man committee as- 
signed to study the matter for all three 
branches of the service. New laws, new 
directives, changes of many kinds may be 
based on these findings, affecting some 
3.5 million Americans now in uniform. 

The gist of the committee’s ideas: 

Military services need a raise in pay, 
fewer USO shows and more unit “esprit,” 


a restoration of so-called “fringe” bene. 
fits, guarantees that career promises yjlj 
be kept and incentive pay retained, bet. 
ter medical care for service families 
more discipline, more responsibility fo; 
noncommissioned and unit officers, few. 
er “slanderous” attacks on military lead. 
ers from the press and Congress, mor 
emphasis on leadership instead of tech. 
nical ability, less talk about doing away 
with commissary privileges. j 


> DEWEY LONG, chief transportation 
and communications officer at the White 
House, has been handling presidential 
trips since 1934. By plane, train and ship, 
he has routed three Presidents over 600. 
000 miles in many countries. 

With this experience, getting President 
Dwight D. Eisenhower to Bermuda for 
the Big Three conference was a cinch, 
The graying little ex-jockey juggles split. 
second presidential timetables more calm- 
ly than a commuter catching a 5 o’clock 
train. 

Once he was ruffled, however. That was 
when President Franklin D. Roosevelt's 
train « sappeared in Florida on his secret 
trip to Casablanca in World War II. M.. 
Long found it two miles from the ap- 
pointed grade-crossing stop. 

After giving up his jockey career “be- 
cause I couldn’t make a living,” Mr. 
Long became a Western Union telegraph- 
er, later worked for the Associated Press. 
His job keeps him on the go so much, he 
says, that “my wife is surprised when I'm 
home.” 

His toughest job: arranging a cam- 
paign tour. 
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50 million telephones can now carry your voice! 
In America’s expanding network of communication, General Telephone System 
is playing an increasingly important role. Our 14 operating companies, 
a manufacturing unit and directory company now bring modern telephone service 
to over 4000 communities in 19 states. Developing with these areas, 
General Telephone has doubled its plant and equipment to become 


the second largest telephone system in the United States. 
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OUTLOOK FOR BUSINESS 
—AS BANKERS SEE IT 


Slow Declines, Possibly Into ‘55—But No Depression 





of a decline. 





Business, wherever it looks, sees evidence 


The signs suggest to many well-posted au- 
thorities that the trend will go on for months. 
How long and how deep will depend, in 
part, on how business reacts. For insight, U. S. 
News & World Report got the views of bankers 


and others at a large Midwestern conference. 

Here you find the bankers’ policies—where 
they expect to put their funds, how they plan 
to reduce risk. Also, plans of industry for cut- 
ting output. And Government policy, as it 
appears to men in close touch with Adminis- 
tration leaders in Washington. 








CHICAGO 


Businessmen and bankers all across 
the country now accept the prospect of a 
sow decline in business that will continue 
into 1954, possibly into 1955. 

They recognize that a setback in busi- 
ness, slow and very mild, has been under 
way for months. Industrial output is down 
about 6 per cent since March, when it 
reached a peak for the postwar period. 

The decline shows up also in lower com- 
nodity prices, smaller farm income and 
fewer jobs, Retail sales, in many 
lines, are proving a disappointment. 

What’s happening in manufac- 
turing industries is shown in the 
Faccompanying charts. What lies 
ahead, businessmen, bankers and 
economists seem to agree, is more 
of the same—a slow, draggy de- 
dine that will hurt, but not bring 
oa severe depression. 

A chance to find out what busi- 
less expects has just been afforded 
by a conference arranged by the 
Fit National Bank of Chicago, 
bringing together about 1,400 offi- 
ets of 900 banks in 44 States. 

They swapped news. They heard 
what the big-city bank is learning 
fom its contacts with industry and 
Government. They listened to lead- 
ig economists. 

The net effect, from all sources, 
‘pretty much in line with the out- 
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Source: FRB 


look as pictured by U.S. News & World 
Report last spring on the basis of studies 
by its Economic Unit. 

Bankers told of cutbacks in factories, 
of farmers’ problems, houses selling 
more slowly, worried retailers, and a little 
trouble making collections on loans. 

Many reported cutbacks in defense 
lines; a Wisconsin factory making bat- 
teries for the Signal Corps; a mill in 
Mississippi making parachutes; a guided- 
missile plant in central California; a jet- 
engine plant in Ohio. 


Industry’s Output 
Is Slowing Down 


a 


PEAK 
(March, 1 








Farm-equipment companies are cut- 
ting back. And a Michigan banker told 
of layoffs at a plywood factory. “The 
veneer business is one of the weak lines.” 

The farm slump was mentioned fre- 
quently. A Mississippi bank is lending 
growers $25 to $40 per head of cattle, 
where it used to lend $100. A Michigan 
banker is having to give some farmers a 
little more time to pay off loans on equip- 
ment. Two North Dakota bankers said 
they didn’t know any farm-equipment 
dealer who is ordering more than 50 per 
cent of what he ordered a year ago. 

Bankers occasionally complained 
that more payments on mortgages 
are coming in a little after the due 
date. 

In most cities, although banks and 
insurance companies have money 
to lend, mortgages are granted 
more cautiously than a year ago. 
Conventional loans, with big down 
payments and higher interest rates, 
are preferred by most bankers to 
the Government-insured types. 

There are exceptions, however. 
Insurance companies seem to be 
shifting from areas where they 
already hold many mortgages to 
other sections not yet represented 
in their holdings. One firm has just 
set up a representative in eastern 
North Dakota. The bidding for 
mortgages is brisk up there. , 

Talk at the conference was not 
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fearful, despite the problems. Bankers 
said their customers are spending—and 
borrowing—heavily for new store fronts, 
equipment and operating funds. Business 
seems to be forging ahead with its plans. 

Fear of fear was one thing that 
seemed to haunt the group. They said 
repeatedly it would be wrong to “scare 
people.” 

From their viewpoint, the downtrend 
is good. They spoke of a return to “nor- 
mal” conditions after the boom. Weak 
companies may be hurt, some go bank- 
rupt, but most businesses are expected to 
prosper through salesmanship. 

In the end, the bankers hope, the 
country will overcome weaknesses born 
of inflation and start a new growth. This 
theme was stressed by the First Na- 
tional’s chairman, Edward Eagle Brown, 
when he told the visitors “the basis on 
which we ourselves are charting our 
course.” His views— 

The decline is going to continue at 
least for the “next few months” and 
is “highly desirable and necessary.” 
Industry is able to turn out more 
goods in many lines—farm equip- 
ment, autos, sewing machines, refrig- 
erators, most hard goods—“than 
there is any present market for.” 

People won’t buy a new “icebox” 
or car “just because manufacturers 
advertise and cut prices.” The time 
has come for “a pause” to absorb 
the excess supplies. 

But the decline won’t be severe— 
“enough to be felt,” but “certainly 
not another depression.” Total out- 
put of goods and services—the gross 
national product—will go down “10 
per cent or so.” Profits will go down 
more. Demand for bank credit will 
fall off. 

The Federal Government will 
pump money into the economy 
through larger deficits. Money will 
get cheaper. The present interest rate 
on the best commercial loans “can’t 
last more than two or three months” 
before dropping. Mortgage money 
will get “progressively easier.” Gov- 
ernment interest rates will fall. 

The foregoing trends are counted on 
by the bank in making its plans for “the 
next year or two.” The effect on profits 
will not be too great a price, if it leads to 
a “firm basis” from which’ the economy 
can “permanently go ahead.” 

Economists’ forecasts ran much along 
the same lines. 

Industry contacts convinced the bank- 
ers that further declines are in prospect 
in many lines. Specific examples were 
cited as follows: 

Steel: Mills will be operating at about 
80 per cent of capacity in the first quarter 
of 1954, compared with better than 100 
per cent early this year, about 95 per 
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cent last summer and 86.8 per cent 
scheduled for last week. 

Farm equipment: Producers say they’ll 
cut output 30 to 50 per cent until they 
work off heavy inventories. Retail sales 
next year are expected to hold within 
10 per cent of 1953. 

Autos: Output may drop 15 per cent. 
That would mean making about 5.2 mil- 
lion new cars next year, compared with 
a little under 6.2 million this year. Some 
auto dealers are likely to go broke. 

Appliances: Manufacturers are think- 
ing that production will be cut about 10 
per cent. 

Television: About 2.5 million sets are 
in the supply lines now. Manufacturers 
have about 700,000; wholesalers, about 
800,000; retailers, about a million. The 
First National’s experts think this inven- 
tory can be worked off. 

Furniture: This is getting harder to 
sell. Young families don’t have much 
left after paying on a house, car and 
baby. Many stores are pushing very 
easy installment terms. 

“Hard” lines, on the whole, may be 
off about 10 per cent in 1954. 

Textiles: Sales of cloth, -apparel and 
other “soft” goods next spring*could be 
“equal to or slightly under 1953.” 

Foods: Canners expect a good market. 
Egg production may be up slightly, and 
egg prices may average a little lower. 

Tires: Outlook for these and other 
rubber products is considered “excel- 
lent.” But companies relying solely on 
tire sales face keen competition. 

Oil: Demand, in the long run, should 
rise. But, right now, supply exceeds de- 
mand. Profit margains on gasoline are 
shrinking. 

Construction: Some drop in total con- 
struction seems likely. Failures, among 
contractors, are likely to be more fre- 
quent. Supplies, except possibly cement, 
are plentiful. 

What should bankers do in the face 
of the new trend? Here are some of the 
policies they discussed: 

Installment credits should provide for 
“sufficient down payments and _ shorter 
terms.” The banker should have some 
protection in case the buyer defaults. 
Possibly interest rates on this type of 
lending should be raised, to set up re- 
serves for losses. 

Banks may want to put more of their 
funds into “intermediate” Government 
bonds—those maturing in three to 10 
years. Prices and yields later on may not 
be as attractive as they are right now. 

In lending to farmers, banks should 
recognize that farming today takes a lot 
of capital and management ability. “The 
efficient and scientific farmer” is likely to 
be a good risk. 

Thus, banking on the whole is to be a 
bit more cautious, as business tapers. 
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WHY RUSSIA WANTS TO TALK 


First Step in New Grab for Concessions 


Looking beyond Bermuda, 
Malenkov sees a chance for a 
deal with the West. His idea now 
is to talk things over. 

It's an old Communist tech- 
nique: Make trouble for every- 
body, pick up the pieces, then 
strike a bargain to hold on to 
them. 

That's behind Moscow’s offer 
to negotiate now. “‘Cold war” is 
entering a new phase—but it's 
the same old “‘cold war.” 


HAMILTON, Bermuda 


A new set of deals with Soviet Rus- 
sia is starting to take shape. 

All signs are that 1954 will be a year 
of diplomatic negotiation—a new era 
of talk in which the Russians will try to 
cash in on the urge for peace and quiet 
among the nations of the non-Com- 
munist world. 

That is the real significance of the 
Bermuda meeting. At their sessions here, 
President Eisenhower for the U.S., 
Prime Minister Churchill for Britain and 
Premier Laniel for France laid the basis 
for possible new approaches to Premier 
Malenkov of Russia. 

The next step is to be a meeting of 
foreign ministers of Russia, Britain, 
France and the U.S., to be held in Ber- 
lin early in 1954. Berlin, in turn, is 
counted on by Moscow as a curtain 
raiser for actual deals to be entered into 
by the heads of states. 

This line-up of events, becoming 
clear now, is taken by the experts as evi- 
dence that Malenkov has decided the 
time has arrived for talk. He is fixing up 
1954 as a year for dealing. 

Already the leaders of the Communist 
world are showing their mood to talk 
things over. They are offering trade deals 
everywhere they see an opportunity. 
Hints are out that the Communist-backed 
war in Indochina can be wound up at a 
conference table. Moscow wants to ne- 
gotiate about Germany, about China. 
Korea has been switched from the shoot- 
ing stage to the bargaining stage. 

The pattern, thus, is being set for a 
year of deals. Actually, it isn’t a new pat- 
tern. The pendulum swing from trouble- 
making to conference deals, then back to 


22 


troublemaking, is one of the oldest of 
Communist strategies. For Moscow, it 
has paid tremendous dividends in the 
past. Now it is to be given another try. 

A simple formula, experience shows, 
governs high strategy for leaders of the 
Communist empire. The formula is this: 
Stir trouble, push infiltration, act tough, 
even wage war through the puppet 
armies of satellites. Then, when nerves of 
the outside world are raw, when a hank- 
ering for quiet develops, offer to deal— 
always exacting a high price for any 


After Bermuda— 
NEW DEALS WITH RUSSIA? 





promise to be quiet and let the world 
relax. After a lull, repeat the whole 
process. 

In wartime and postwar deals, Russia’s 
Communists have carved out vast gains 
that have given them a big share of the 
world’s real estate and resources (see 
chart on page 23). Concessions made by 
non-Communist nations in these deals 
then have been supplemented by other 
gains made through conquest. The goal, 
over the years, is to get peaceful agree- 
ments that sanction past conquests. 

For the year ahead, Moscow is ready 
with a priority list of objectives that Mal- 
enkov figures can be attained by talk. His 
diplomats stationed in the West have 
been reporting that many in Britain, 
France and elsewhere are willing to give 
the Russians something of what they 





want if that will bring peace and quiet 
The Big Three conference here actually 
explored the range of concessions that 
might be given Russia. 

High on Russia’s priority list is some. 
thing for Communist China. Member. 
ship in the United Nations is the ultimate 
goal. Both France and Britain are ready 
to make some sort of a settlement on 
this demand. The leaders of both are 
under strong pressure at home to vote 
Communist China into the U.N. There is 
strong sentiment, too, to take down trade 





barriers and do business with the Chi: 
nese. 

President Eisenhower, on his part, ha 
had to make it clear to Mr. Churchil 
that a deal involving China cannot bk 
arranged right now. He reminded the 
Allies that the U.S. Senate—by a vote 
of 76 to 0=has stated it as the sense ¢ 
the Senate that the U.S. should withdraw 
from the United Nations if Communi 
China is voted in. The President 1 
peated that, under present circumstances 
he cannot negotiate with the Russiat 
about a deal for China. 

If Malenkov insists on keeping Chins 
at the top of his priority list, then nothing 
will come from early negotiations in 194 
But the Russians are well aware that the 
U.S., holding out, might be put mé 

(Continued on page 24) 
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What Russia Got in Earlier Conferences— 
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= Committed U.S.-British troops to “‘second 

I 
nate front” in West, assuring Soviet Army a 


ady 
On 
are 


free hand in Eastern Europe. 


} @ YALTA (February, 1945) 











Gave Russia political control over Poland, 
setting the pattern that put Eastern Europe 
behind the Iron Curtain. Promised Rus- 


sians control of Manchuria, Dairen, 





Port Arthur, opening way for Communist 
take-over in China, North Korea. 






POTSDAM (August, 1945) > 


_ Enabled Russia to get complete control 
of East Germany, gaining its factories 
“and technicians. 
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| WHAT RUSSIA IS TRYING TO DO NOW— 
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Block European Army and German rearmament. 

Stall on German peace treaty, keep Germany divided. 
Open up trade between Communist empire and the West. 
Get Red China admitted to United Nations and ‘‘Big Five.” 
Chins Make a deal to preserve Communist gains in Korea. 

Get France out of Indochina, gateway to Southeast Asia. 
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shoemaker in the Chicago News 


position of resisting its own allies. Any- 
thing that spreads trouble among the 
Western Allies is regarded as a good 
omen by the Communists when they are 
in a mood to make deals. 

The real goal of the Soviet Union 
right now—a goal that undoubtedly out- 
ranks any surface negotiating over China 
—is to wreck the European Army idea, 
keep Germany unarmed and, eventually, 
try to split the Germans away from the 
West. Disagreements among the Western 
Allies over what to do about China serve 
Moscow’s purpose if they tend to delay 
the day when a new German Army will 
take form in Western Europe. 

Premier Malenkov’s diplomats figure 
that they can come to a conference table 
talking peace—and wreck the idea of a 
European Army. The Russians are play- 
ing on France’s traditional fear of Ger- 
mans in uniform. A French deal with 
Russia on some basis is picking up sup- 
port among French politicians. For 
them, a bargain with Russia might be a 
lot easier than voting to rearm_ the 
Germans. 

Mr. Malenkoy, it is clear, has decided 
he has far more to gain now by talking 
co-operation than by acting tough. He 
needs a period of peace and quiet at 
home. He will welcome any sort of pro- 
longed bargaining that keeps the West- 
ern Allies divided over when and how to 
rearm the Germans. He is ready to offer 
nonaggression pacts to the Western coun- 
tries, and to consider the question of 
free elections in a unified Germany. All 
these things would mean months of bar- 
gaining and probably produce a general 
slowdown of Allied defenses in Europe. 

Trade, too, occupies a high place on 
the Malenkov priority list. Russia’s need 
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—Herblock in the Washington Post 


THREE CARTOONISTS VIEW RUSSIA AND THE WEST: A MONKEY WRENCH, AN IRON DOVE, A CHAIN 
Malenkov‘s moods: soft words to rough stuff to soft words again 


for goods is acute. The Communists 
make no secret of that. They want ma- 
chinery and other strategic materials in 
much bigger quantities than they are 
getting now. They are short of consumer 
goods in Russia and in the satellites. 
And in terms of trade, Moscow is hard 
up. Soviet gold is being used to pay for 
things bought abroad. Soviet oil is being 
offered to takers in the West. There is 
even talk of the Russians’ making deals 
to buy consumer goods from manufactur- 
ing countries of the non-Communist 
world—an attractive offer to nations that 
are having trouble selling their produc- 
tion as it is. 

Pressures are strong and growing 
stronger among the non-Communist allies 
in West Europe for permission to trade 
more openly with the Communists—and 
in bigger quantities, The same pressure 
is developing among the non-Communist 
nations in Asia. Communist trade is 
particularly enticing to such countries as 
Britain and Japan, which are having 
trouble with their export markets now. 

It is a combination of all these things 
that produced the change in strategy by 
Moscow—the decision to snap off the 
switch on troublemaking and snap on 
the switch for conference-table nego- 
tiating. This, as many American ex- 
perts see it, is how the Communists 
reason: 

China. Just getting the name of Com- 
munist China included in negotiations 
is a gain—a diplomatic concession that 
the Communists are the real rulers. And 
there is always the chance that a way 
might be found to force U.N. accept- 
ance of Mao Tse-tung’s Government. 

Germany. Any talk now helps to delay 
a German Army. A separate deal with 
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the French could wreck the Europea 
Defense Community—and leave _ the 
Communists with overwhelming super: 
ority of arms in Europe. 

Indochina. Offers to talk have a strong 
appeal to the French. They might even 
prompt the French to pull out. That 
would leave Southeast Asia open to the 
Communists and simplify a full take. 
over by Asian Communists later on. 

Trade. Negotiations to trade ca 
make Soviet Russia look like a good 
neighbor to many, at the same time et- 
abling the Communists to build up a 
home and wipe out shortages that tend 
to cause unrest in the satellites. 

In addition to these specific things 
Malenkov sees other dividends that 
might be collected by opening up a pe 
riod of negotiations. 

Russians, talking peace at conference 





tables, may be able to turn attention 
away from Communist atrocities it 
Korea. 

While negotiations drag on, Commu 
nists win needed time to consolidate 
their gains in Korea and China. 

Less attention will be paid by the out 
side world to unrest in East Germany 
and in the other satellites. 

It is this line-up that brought the So 
viet Union to the decision to offer t 
deal with the West. Soviet leaders, look 
ing over the field, have decided theyvt 
done the best they can do for now 
through troublemaking and war. The 
strategy for 1954 is to sit back and bar 
gain—and nail down the gains made b) 
tougher tactics in recent years. 

When Moscow is convinced that noth- 
ing more can be gained by peaceful 
deals, the Communist pendulum wil 
swing back to more troublemaking. 
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Revere, like other companies, prefers to avoid rush 
orders, because they tend to upset orderly scheduling 
of production and shipment. However, we are not 
bound by system, and will do everything we can to 
help when a customer faces a genuine emergency. 
Sometimes, of course, in spite of the best will in the 
world, we encounter conditions beyond our control. 
A metal shortage is one example. But when there is 
an overwhelming need for speed sometimes we can 
meet it. 

Let us cite a recent case. An 
important customer on the West 
Coast had spoiled two circular 
tube sheets while drilling them. 
This message was relayed by 
telephone to our New Bedford 
mill where we produce these 
sheets. How soon could we re- 
place them? They were for an 
important government project. 
So urgent was the need that the 
customer offered to charter a 
plane to fly them to California 
as soon as they were ready. 

A quick check showed that we could make duplicate 
sheets much more quickly than usual. The specified 
alloy was in stock, partially processed, so that casting 
time was eliminated, as.well as some of the rolling. It 
was rolled down to the required gauge, 11% inch 
thick, leveled, and cut into two circles, each 98 inches 
in diameter. 

Meanwhile, the Traffic Department worked on the 
tather complicated problem of determining the fast- 
est, most direct, yet least expensive way to get the 
circles to the Coast. Because of the weight and the 










time already saved, shipping by plane entailed a cost 
that didn’t seem justified. Traffic reported that the 
best solution was to ship by “direct car,” which guar- 
anteed no extra handling or trans-shipping en route. 
This was agreed to by the customer, and four days 
after he called us, the circles were thus shipped. They 
arrived eleven days later, in time to meet the deadline. 

Was the extra effort required to rush through 5,000 
pounds of tube sheets justified? We are sure it was. 
Two days after the circles ar- 
rived we received a letter from 
the customer, in which he said: 
“The promptness with which 
your company undertook the 
problem of supplying the two 
sheets to replace those we had 
spoiled has been appreciated by 
all of us....It is most hearten- 
ing to work with persons who 
have a real sense of responsi- 
bility and concern over their 
customers’ emergency require- 
ments. Your company’s per- 
formance in this instance left 
nothing to be desired and we want you to know that 
it meant a great deal to all of us.” 

As we have remarked, we do not relish rushes any 
more than anybody else, but when there is a situa- 
tion of real gravity, we will do our best to cope with it. 
Other suppliers in all industries, we have observed, 
follow much the same policy, so we suggest that 
when a genuine emergency arises, tell your suppliers 
the exact nature of it and ask them what they can 
do for you. They may be able to find a way to help 
you, as Revere did in the case just cited. 


REVERE COPPER AND BRASS INCORPORATED 


Founded by Paul Revere in 1801 
Executive Offices: 230 Park Avenue, New York 17, N.Y. 
SEE ‘“MEET THE PRESS’’ ON NBC TELEVISION, SUNDAYS 








Ses 











































U.S.News & World Report 


THE STRANGE CASE 
OF JOHN P. DAVIES 


Investigated Since 1945, He’s Still a Diplomat 


Another round is opening in the strange 
case of John Paton Davies, Jr., U. S. diplomat. 
Mr. Davies, one of a group advising on 
China policy in critical days before Commu- 
nists took over, has been cleared on “‘loyalty.” 
A new study is now to take up the question 


Big names, an air of cloak-and-dagger 
mystery, spy and counterspy plans fig- 
ure in the strange case of John Paton 
Davies, Jr. 

Mr. Davies, diplomat, today is coun- 
selor of Embassy in Lima, Peru and is 
in charge when the Ambassador is away. 
Before that he served as a high official 
in the U.S. High Commissioner’s Office 
in Germany. He had been one of the 
State Department group that guided 
U.S. policy before Communists took 
over China; a right-hand man of George 
Kennan in foreign-policy planning at 
Washington; an aide in the U.S. Em- 
bassy at Moscow under Walter Bedell 
Smith, now Under Secretary of State. 

The Davies name is bobbing up at this 
time tor several reasons. 

Senator Joseph R. McCarthy is de- 
manding that John Foster Dulles, U.S. 
Secretary of State, explain why Davies 
is still “on the pay roll.” 

The Senate Internal Security Sub- 
committee for months has been pressing 
Herbert Brownell, Jr., Attorney General, 
for a ruling on whether Davies should be 
indicted tor perjury. 

Secretary of State Dulles, at the same 
time, has just explained that the State 
Department is making a complete restudy 
of the Davies case. 

The Davies case runs back into the 
war years in China. It involves an argu- 
ment between Davies and Maj. Gen. 
Patrick J. Hurley, U.S. Ambassador to 
China in 1944 and 1945. It concerns 
Lieut. Gen. Albert C. Wedemeyer and 
his request for recall of certain profes- 
sional U.S. diplomats from the China 
theater. 

The great mystery, however, that is 
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to figure prominently in moves to come, 
centers around a “Davies plan” that first 
came up in late 1949. Exact details of 
this plan remain buried in secrecy. 

Davies refused to describe in detail to 
the Senate Internal Security Subcommit- 
tee the plan he had presented to the 
Central Intelligence Agency on Nov. 16, 
1949, on ground that it was top secret. 

Lyle H. Munson, one of two CIA rep- 
resentatives at the conference with 
Davies, testified, however, that six peo- 
ple were proposed by Davies for mem- 
bership in a group that was to  pro- 
vide “materials and guidance” for the 
CIA. 


They included Agnes Smedley, Com- 


munist propagandist now dead, who 
willed her cash estate to the Chinese 
Communists; Anna Louise — Strong, 
avowed Communist sympathizer for 


many years who was disowned by the 
Communists in 1949; and four others 
listed in a Senate committee report in 
connection with assertions that they 
sympathized with the Communist cause 
—Edgar Snow, Benjamin K. Schwartz, 
Professor John Kk. Fairbank, of Harvard, 
and his wife, Wilma Fairbank. 

The role suggested for these people, in 
the proposed plan, is the big point in 
dispute. Mr. Munson testified that Davies 
wanted them to function as a workshop 
team in an office located away from 
Washington, contacted only through a 
“cutout’—or person of proven loyalty 
who would work with the unit, but whose 
connection with the CIA would be un- 
known to the others. 

Mr. Munson’s testimony was corrobo- 
rated by sworn testimony of the other CIA 
representative who heard the Davies 
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of “security,” which the Loyalty Review Board — The 











of the previous Administration was never = 
given authority to consider. I 


The full story of John Paton Davies, cover- ff ope: 
ing eight years, is given, from official docy- |! 
ments, in the pages that follow. 


proposal, according to the Senate |). Nati 
ternal Security Subcommittee. 


Davies. however, testified that |e Com 
never recommended that any of th pe 


people named by Mr. Munson be re. 
tained by the Government to give “polio ff T 
guidance” to the CIA. He hinted thi ff bass 
what he proposed was a counterespi:-ff Rela 


nage operation. State 

It is on this difference of testimon T 
basically, that the question of perjuff cem 
in the Davies case may hinge. mitt 


Mr. Davies was cleared in Decemb Se 
1952, by the Civil Service Lovalty Revi ff refer 
Board—which ruled only on Mr. Davies: 
loyalty, and specifically noted that 
was not within its province to approve 
disapprove of the “judgment” of \ 
Davies. “Judgment” or discretion in hi 
dling sensitive matters is a security iss 

In this connection, it is noted that Al 
miral Roscoe H. Hillenkoetter, head 0! 
the CIA in 1949, rejected the “Davie 
plan” of 1949 after discussing it with thr 
Federal Bureau of Investigation. 

Gen. Walter Bedell Smith, who su 
ceeded Admiral Hillenkoetter at Ci 
and who has several times publicly « 
pressed his confidence in Mr. Daviess 
loyalty, testified that counterespiona 
operations involving “double agents’ # 
feasible—but he did not endorse t 
“Davies plan” of 1949. 

General Smith testified that Ger 
Kennan, chief of the State Departmet! 
Policy Planning Staff in 1949, had wit 
ten a letter saying he felt a responsibil 
for Davies’s work but that he had 1 
specifically underwritten the Davies 
ommendations. 

That’s the story of the Davies case! 
date. A new chapter is now unfolding 
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THE DAVIES RECORD: As Told by 


e Patrick J. Hurley e Mr. Davies himself 
e Walter Bedell Smith =e Lyle H. Munson 
e And others 


The John Paton Davies story began on Nov. 26, 1945. ment who were trying to sabotage your policy and the pol- 

j [the U. S. Ambassador to China, Maj. Gen. Patrick J. icy of this country, but you accused only two by name, 
| Hurley, resigned that day. He wrote a letter to President Service and Atcheson. Are there any others that you would 

t § Truman, stating in part: like to include? . . . of your own knowledge, [John S.] 
Service and [George] Atcheson are the only ones that you 


| was assigned to China at a time when statesmen were 
- [openly predicting the collapse of the National Government 
(Chiang Kai-shek] of the Republic of China and the dis- 


know? 
General Hurley: No, they are not the only ones who were 


m1 ; . z disloyal to me. I would add to that list John Davies, Fulton 
integration of the Chinese Army. I was directed by President Freeman and Arthur Ringwald. There were two other men 
Roosevelt to prevent the collapse of the Government and to who were said to be parties to this, and I am not sure wheth- 
keep the Chinese Army in the war [against Japan] . . . Our er they were or not, and I would rather not name them, be- 
professional diplomats continuously advised the [Chinese] cause I am not certain... 
Communists that my efforts in preventing the collapse of the Senator Connally: Now, General Hurley, in the statement 
te Ing National Government did not represent the policy of the that you handed out, you referred to two groups, and I am 


United States. These same professionals openly advised the 
at jg Communist armed party to decline unification of the Chi- 
r te nese Communist Army with the National [Chiang Kai-shek] 
Amy unless the Chinese Communists were given control. 


trying to identify them. You say that some career men 
sided with the imperialistic bloc of nations. What group 
is that, the imperialistic bloc? You refer to the Communist 


be re. armed party and then you refer to the imperialistic bloc of 


‘polic ff The next development came on Dec. 5, 1945. Former Am- nations. 

d thi bassador Hurley had been called before the Senate Foreign General Hurley: The imperialistic bloc of nations, of 

respi: Relations Committee to explain his charges against the course, is Britain, France, the Netherlands, and before the 
State Department’s China experts. war they included Germany and Japan. There are some 

mon! The following is taken from the official record of the De- smaller ones like Belgium and Portugal . . . 

derju f cember 5 hearing before the Senate Foreign Relations Com- Senator Connally: Did all of these career men that you 
mittee: have mentioned side with the imperialistic bloc? 

enibe.§ Senator Green: You have in your statement many times General Hurley: No. 

revi ff referred to the number of career men in the State Depart- Senator Connally: Which ones did? 
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Davie - John Paton Davies, Jr., was born in Kiating, China, on April 6, 
ith th 1908. Son of a missionary, he spent most of his childhood in China. 
He received his B.S. degree at Columbia University in 1931 after 
0st studying at the University of Wisconsin (1927-29) and Yenching 
+ CIA University in Peiping, China (1929-30). 
cly et His diplomatic career began in December, 1931, when he was 
Daviess appointed a Foreign Service officer. After service in Canada, Mr. 
ona Davies was transferred to China in early 1933. He served there in 
ts? various posts until 1940, when he returned to the U. S. on home leave. 
se t Next came a tour. of duty in Washington; marriage to Patricia L. 
Grady, daughter of a U.S. career diplomat; and re-assignment to 
Geol! China as adviser to the U. S. military commander in the China-India 
urtmetl theater. From 1945 to 1953, Mr. Davies served successively in 
d wrt Moscow, Washington and Bonn, Germany. 
sibilit In May, 1953, Mr. Davies took his present post as counselor of 
ad - Embassy at Lima, Peru. He has four children. 
les ree 
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General Hurley: I know that John Davies, who is now in 
Moscow, was anti-imperialist. 

Senator Connally: Anti-imperialist? 

General Hurley: Yes, sir. 

Senator Connally: He was one of those that you named as 
sabotaging your program. 

General Hurley: Yes, sir. 

Senator Connally: But he was a non-imperialist? 

General Hurley: He was non-imperialist. 


At the time Mr. Hurley was testifying before the Senate, 
Mr. Davies was in Moscow. He was transferred to Moscow, 
from China, as of Jan. 26, 1945, with the rank of second sec- 
retary, Class 6 Foreign Service officer, at about $4,000 a 
year. 

Lieut. Gen. Walter Bedell Smith arrived in Moscow as 
U.S. Ambassador to Russia in March of 1946. General 
Smith, in his book “My Three Years in Moscow,” which ap- 
peared in late 1949, had this to say about Mr. Davies: 

The chancery officer next in seniority to Kennan [George 
F. Kennan, then counselor of the Embassy] was John Davies, 
for years a Far Eastern specialist. Born in China and with 
long service there, he was extremely valuable in interpreting 
trends and events in that area, and I found him a very loyal 
and very capable officer of sound judgment. His beautiful 
and talented wife, uerself the daughter of an Ambassador 
and a former Assistant Secretary of State [Henry F. Grady], 
worked in the chancery, as did almost all the Embassy wives. 


Mr. Davies was promoted to Class 4 Foreign Service offi- 
cer on May 19, 1946. He was promoted to Class 3 on Nov. 
13, 1946. He was transferred from Moscow to duty at the 
State Department in Washington as of Aug. 11, 1947. On 
April 14, 1948, Mr. Davies was promoted again, to Class 2 
Foreign Service officer. On Sept. 7, 1948, he was awarded 
the Medal of Freedom, with a citation by George C. Mar- 
shall, Secretary of State. 

The Medal of Freedom is a State Department decoration. 
It was awarded to Mr. Davies for “exceptional and merito- 
rious service in China and India from March, 1942, until 
December, 1944,” according to the citation. 

Upon his return to Washington in 1947, Mr. Davies, ac- 
cording to his own account, had been assigned to the State 
Department’s Policy Planning Staff. Apparently his formal 
appointment to that staff did not occur until July, 1950, but 
in any case during 1948 and 1949 he participated in high- 
level administrative work. 

On Nov. 16, 1949, according to testimony later brought 
out in a congressional hearing, Mr. Davies conferred with 
two representatives of the Central Intelligence Agency 
about a plan to establish a group of people who would pro- 
vide “materials and guidance” for the CIA in its mission of 
providing information to the U. S. Government about Russia. 
The two CIA representatives who talked with Mr. Davies at 
this meeting were Lyle H. Munson and Edward Hunter. 

On April 11, 1950, according to later testimony, Mr. Mun- 
son told his version of the Nov. 16, 1949, conference to the 
Federal Bureau of Investigation. 

On June 15, 1950, Senator Joseph R. McCarthy in a speech 
at Groton, Conn., charged that testimony in a 1946 congres- 
sional investigation [a House Committee probe of the Amer- 
asia case] showed Mr. Davies to be pro-Communist. 

On July 1, 1950, Mr. Davies was appointed a member of 
the State Department's Policy Planning Staff, according to 
the Department’s Biographic Register. As a member of this 
top-level policy-making group, Mr. Davies was cleared by 
the Department for study at the National War College, 
where the nation’s top political and military strategy is dis- 
cussed, 
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On Oct. 7, 1950, Gen. Walter Bedell Smith was swom ip 
as head of the Central Intelligence Agency. 

Mr. Davies’s name again bobbed up in a congressional ip. 
quiry on June 11, 1951, nearly six years after the origing| 
Hurley testimony. The occasion was the Senate investig,. 
tion of the dismissal of Gen. Douglas MacArthur. 

Lieut. Gen. A. C. Wedemeyer, who was commanding gep. 
eral of U. S. forces in the China theater in 1944, and chief of 
staff to Chiang Kai-shek, was testifying at the joint hearings 
before the Senate Armed Services and Foreign Relations com. 
mittees. He had been asked to comment on Mr. Hurley 
charge that U. S. policy on China did not have the support of 
certain career men in the State Department. 

From the official record: 

General Wedemeyer: Well, now, when I took command of 
the theater I had four political advisers. I inherited those 
men. They were professional State Department men. They 
all looked like high-caliber men to me—intelligent, very co. 
operative. 

Their names—Mr. John Davies, Mr. John Emmerson, Mr, 
Raymond Ludden, and Mr. Jack Service. 

They were’ men who spoke the language—the Chinese 
language—and they had been advising my predecessor, Gen. 
eral Stilwell, prior to my arrival there, and he had great 
confidence in them. I learned this indirectly; I did not talk 
to General Stilwell about them. 

They submitted to me memoranda—memoranda based on 
their observations and their experience as they traveled 
around in the China area. Invariably those statements which 
they submitted to me were very critical of the Nationalist 
Government and they were rather praising of the Commu. 
nist regime... 

But these men I could not say were Pinko, or were Com- 
munists, just because they criticized the Nationalist Goven- 
ment or said good things about the Communists in China... 
I have often been asked if those men—if I felt those men 
were disloyal. 

I never have stated that they were. | never questioned the 
loyalty of my fellow Americans, Senator Smith; I accept 
them as being loyal to both country and principle . . . 

1 did, however, worry about their operations when the 
Ambassador, who had been most co-operative with me, Mr. 
Hurley, reported to me that they were sending reports in 
that he did not see... 

He . . . protested to me that these men were sending com- 
munications back, side-stepping or circumventing the Amer: 
can Embassy, and I took care of that by sending, from there 
on out, copies of all communications that they prepared and 
submitted to me—a copy to the American Embassy; and | 
didn’t comment on any of these communications. I didnt 
think I was qualified to do it; and they went on into the 
Department and they commented or discussed ideological, 
political and economic problems. 

Senator Hickenlooper: Now, General, beginning with the 
period at the close of the Japanese war, let’s say roughly 
around August of 1945, would you say that this country-t 
gardless of what agency or organization might have infi- 
enced it—would you say that this country, this nation, fol 
lowed a policy of diminishing help and encouragement and 
support to Chiang Kai-shek and the National Governmett, 
coupled with a knowledge during that period of time that the 
Communists were receiving at least consistent, if not increas 
ing, supplies of munitions and arms and logistical help from 
Russia? 

General Wedemeyer: Well, I think that is a fair state 
ment, sir. I felt as theater commander that there was unctl 
tainty back home here relative to our future policies and ac 
tions in the area. I strove to obtain direction from my 

The period from V-] Day right on up to the present, almot 
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ihe present time, certainly the first few years after V-J Day, 
{ naturally followed developments in the Far East, because 
of my associations out there, and sometimes because it was 
an oficial duty when I was in the Pentagon. 

It seemed to me that any constructive purposes or ideas 
with reference to that area really had their genesis in Con- 
gress, and the opposition to those constructive ideas usually 
ocurred in the State Department .. . 

Senator Russell: The next question I want to ask is, just 
how did they [the four political advisers] praise the Com- 
munists? 

General Wedemeyer: Well, they told me these people 
were very courageous and effective fighters and they were 
acomplishing a great deal militarily in the province just 
east of Yenan, that they were pinning down large numbers 
of Japanese troops, reports along that line. 

But these reports, Senator, were not confirmed by my 
observers. I would drop men behind the Jap lines and I had 
military observers in teams operating up there, and these 
reports were not confirmed, sir. 

There were sporadic thrusts made by the Chinese Commu- 
nist military forces and their purpose, as I analyzed it, was 
to seize supplies from blockhouses established by the Japa- 
nese along lines. of communication. But as soon as they 
had attacked those blockhouses and got the supplies therein, 
they would withdraw. They did not continue the pressure 
against the enemy, which was what I was trying to do, so 
tht we could pin down the Japanese in the North and 
operate in the South more effectively. 


On June 20, 1951, Mr. Davies was promoted to Class 1, 
Foreign Service officer. 

On July 12, 1951, the State Department disclosed that it 
had suspended Mr. Davies as of June 27, following the testi- 
mony of General Wedemeyer in the MacArthur hearings. 










The Department said it acted at the recommendation of the 
State Department Loyalty Security Board. It stated that Mr. 
Davies’s case would be heard in formal hearings before the 
Board starting July 23; that suspension was mandatory when 
ithas been determined that security charges should be pre- 
fered; and that suspension does not indicate that a person is 
guilty of misconduct or is a security risk. 

Mr. Davies issued a statement: 

I welcome the opportunity that the State Department is 
giving me to answer the malicious and irresponsible charges 
made against me. I am confident that I shall be able to dis- 
pose of once and for all the contemptible accusations which 
have added immeasurably to my burdens as a loyal Govern- 
ment worker. 


On July 30, 1951, the State Department announced that 
Mr. Davies had been cleared by its Loyalty Security Board 
and returned to active duty. Mr. Davies’s suspension was 
rescinded and he was reinstated “without prejudice and with 
the full confidence of the Department.” 

On Aug. 8, 1951, it was later to be revealed, Mr. Davies 
was called before the Senate Internal Security Subcommit- 
tee, then under chairmanship of Senator Rat McCarran, of 
Nevada, for questioning in secret session. He testified on 
August 8 and August 10. The committee had called him, as 
was later shown, because it had come into possession of a 
copy of the memorandum submitted to the FBI in April, 
1950, by Mr. Munson of the CIA. 

From the official record of this testimony, which was not 
released until many months after the session occurred: 

Mr. Morris (subcommittee counsel): Would you give your 
name and address to the reporter? 


— Davies: John Paton Davies, Jr., care of Department of 
e, 
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Mr. Morris: What is your present position, Mr. Davies? 

Mr. Davies: My present position is a member of the Policy 
Planning Staff, State Department . . . 

Mr. Morris: Now, Mr. Davies, have you recommended for 
employment with CIA John K. Fairbank? 

Mr. Davies: This is a question, if it is what you are leading 
to, which is of a top-secret classification, and it is one which 
very few people in the Government are clear to know about. 

It touches on an operation which is only slightly less sensi- 
tive than that of atomic energy. 

I, therefore, am not at liberty to talk about this subject 
without clearance from my superiors . . . 

Mr. Morris: I was going to ask you about John K. Fairbank, 
Wilma Fairbank, Anna Louise Strong, Agnes Smedley, Ben- 
jamin Schwartz and Edgar Snow. 

It is your statement, Mr. Davies, that we will have to take 
this up with higher authorities in the State Department. Now, 
could you recommend who, particularly, we can take this up 
with? 

Mr. Davies: I would make a formal request to the Depart- 
ment. 

Mr. Morris: You cannot recommend any one particular 
person? 

Mr. Davies: I can’t, because this goes into the type of 
operation. 

Mr. Morris: All right. 

Mr. Davies: I am sorry. 

Mr. Morris: That is all right, Mr. Davies. We wanted to 
find out, and we figured you would be the best one to find 
out from... 

Mr. Morris: You do know these people; do you not? 

Mr. Davies: Yes, I know all of those that you mentioned. . . 

Senator Watkins: I fail to see that the fact of whether you 
did or did not recommend them is such a question that you 
could not answer it. 

Mr. Davies: I can’t answer without going into the nature 
of the operation. 

Senator Watkins: Certainly, all he is asking you is whether 
you recommended them. 

Mr. Davies: This statement I can make: I did not recom- 
mend the employment of these people to be placed on the 
CIA rolls as a regular part of the American Government, to 
be taken into the operation as such. 

Mr. Morris: You did not recommend them? 

Mr. Davies: I did not recommend them. 

Mr. Morris: Well, will you make that clearer? You are 
making a qualification, are you not? 

Mr. Davies: To go into it any further would be to intrude 
into the nature of the operation, which is a highly secret 
operation... 

Mr. Morris: Now, without asking anything about the na- 
ture of the project, we would like to know if the statement, 
and there are two statements that I have seen, are true, that 
you have recommended them as personnel for this project. 

Mr. Davies: I have not recommended them for employ- 
ment by the CIA as a part of the CIA operation... 

Senator Smith: Have you had contacts with them? 

Mr. Davies: I have had intermittent contacts with them; 
yes. 

Senator Smith: Are you having any contacts with them 
now of any kind of a governmental nature? 

Mr. Davies: No, sir . 

Mr. Morris: Now, tell me this: Do you consider those peo- 
ple Communists, Mr. Davies? 

Mr. Davies: Well, they are people of a variety of points of 
view. 

Mr. Morris: Do you consider John K, Fairbank a Commu- 
nist? 

Mr. Davies: No, sir. 
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Mr. Morris: Do you consider Wilma Fairbank a Commu- 
nist? 

Mr. Davies: No, sir. 

Mr. Morris: Edgar Snow? 

Mr. Davies: Not to my knowledge. 

Mr. Morris: Agnes Smedley? 

Mr. Davies: She is dead. 

Mr. Morris: Well, did you consider her a Communist when 
you made the recommendations? 

Mr. Davies: I made no recommendation of this type. 

Agnes Smedley I have always regarded as at least a fel- 
low traveler and probably part of the agitation apparatus. 

Mr. Morris: And did you consider her such in 1949? 

Mr. Davies: Yes . . . 

Mr. Morris: Well, Mr. Davies, is it your testimony that, in 
1949, you did not make the statement that these people were 
not Communists? . . . 

Mr. Davies: I never said that Mrs. Smedley was a Com- 
munist, or never denied, or never stated, that I did not re- 
gard Miss Smedley as not a Communist. 

Mr. Morris: Do you remember considering these people as 
a unit of six? 

Mr. Davies: No... 

Mr. Morris: Do you remember commenting and character- 
izing these six people, politically characterizing the six of 
them, and saying, “Whereas some people think they are Com- 
munists, they actually are not”? Do you remember making 
that statement? 

Mr. Davies: No.. . 

Senator Watkins: I would like to ask you, you said you 
never recommended for employment of this type. Now, what 
did you mean by that? . . . What is the qualification for? 
That indicates that you may have recommended for some- 
thing, but not of this type? 

Mr. Davies: I did not recommend them for employment. 

Senator Watkins: Of any kind? 

Mr. Davies: Any kind. 

Senator Watkins: At any time or place? 

Mr. Davies: At any time or place. 

Senator Watkins: Or to anybody? 

Mr. Davies: Or to anybody. 

Mr. Morris: Did you recommend for any purpose? 

Mr. Davies: We go then into the nature of this operation . . . 

Senator Smith: Did you recommend them for anybody? 

Mr. Davies: Well, hypothetically, let us put it this way: 
Supposing—and this is completely hypothetical—I were to 
have recommended the employment of somebody as a double 
agent, and then I was charged with having recommended 
somebody who was known to have belonged in the other 
camp from us. 

The fact that I recommended the employment of a person 
as a double agent would be perfectly legitimate, and would 
be in the national interest of this country . . . 

Senator Smith: Apparently what Mr. Davies is worried 
about is if he says “Yes,” which is a manifested answer to my 
mind—if you say “Yes” to that—then you feel that that stand- 
ing alone might be prejudicial to you without an explana- 
tion, and you do not feel that you can give an explanation. 

Mr. Davies: I can’t give the explanation. 

Senator Smith: The point about this, to my mind, there is 
no reason why; but, if he answers “Yes,” and then wishes to 
consult his superiors and get either permission or the reason 
why he cannot answer the rest of the questions, that would 
be perfectly all right. I do not wish to press him. 

Mr. Davies: It leaves the story half told, and me com- 
pletely on the spot .. . 

Mr. Morris: Mr. Davies, the statements that I alluded to 
as having been read contained a report that, when the ob- 
jection was raised, some of these people were Communists. 
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You made the assertion that they certainly were not; they 
were just people who were extremely politically sophisticated, 

Mr. Davies: That is untrue. 

Mr. Morris: You never interposed an objection to a state. 
ment that any one of these people was a Communist? 

Mr. Davies: No. 


On August 10, Mr. Davies testified further, as follows; 

Mr. Sourwine (committee counsel): Speaking now of Mr 
Benjamin K. Schwartz, do you know Mr. Schwartz? 

Mr. Davies: Yes, I do. 

Mr. Sourwine: How long have you known him? 

Mr. Davies: Since 1948 or 1949. 

Mr. Sourwine: Do you recall how you met him? 

Mr. Davies: I am sorry; I don’t recall the precise circum. 
stances under which I met him. . . 

Mr. Sourwine: Did you subsequently explore the possibilj- 
ties of his utilization in Government? 

Mr. Davies: I did, in the Department, I did. 

Mr. Sourwine: Yes. 

Mr. Davies: In research, and in connection with the ques- 
tion, which raises this whole situation. 

Mr. Sourwine: I am not sure that I know just what you 
mean by that. Would you expand on that answer a little, if 
you please? 

Mr. Davies: On the question of whether or not he might 
be utilized in a clandestine operation . . . 

Mr. Sourwine: Did anyone else in the State Department 
ever suggest to you the utilization of Dr. Schwartz in a 
clandestine operation? 

Mr. Davies: No. 

Mr. Sourwine: Did any of your superiors in the State De- 
partment ever direct you to make a recommendation to any 
other agency with regard to the employment of Dr. Schwartz’ 

Mr. Davies: In so far as I made any suggestions of this 
character, they were made under standing orders from my 
superiors . . . but not specifically with respect to Dr. 
Schwartz... 

Mr. Sourwine: Now, on the basis of the testimony that is in 
the record, is this a fair statement: 

You did make a recommendation to another agency for 
the utilization of Mr. Schwartz by that agency, in a clandestine 
manner; you made that recommendation on your own initia- 
tive, and not having been instructed or directed by any 
superior to make it. In spite of which situation, you now 
state that the making of it constituted a top-secret or higher 
matter, concerning which you cannot testify? .. . 

Mr. Davies: That is not entirely accurate. 

Mr. Sourwine: By all means correct it. 

Mr. Davies: Because, when I took an action, as you say, 
on my own initiative, it was not a private action, a personal 
action; it was an action in the line of duty, within the frame- 
work of standing orders that I had from my _ superiors. 
All of my actions within that framework were, because o 
the nature of this operation, properly not divulgable to any- 
one outside of the executive charged with knowing about 
and conducting this operation. That is my position. It isa 
very awkward one, in the circumstances .. . 

Mr. Sourwine: Did you ever discuss Dr. Schwartz's pos 
sible Communist or -Communist-front affiliations with any 
other person in Government? 

Mr. Davies: I cannot recall any instance of it. 

Mr. Sourwine: Did you ever defend him against the sug: 
gestion that he might have Communist or Communist-front 
connections? 

Mr. Davies: I may have said that I saw no indications of It 

Mr. Sourwine: Did you ever state with reference to him, 
that he was not Communist, but only very sophisticated, 0 
very politically sophisticated? 
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Mr. Davies: No. 

Mr. Sourwine: That is a categorical answer? You never did 
make that statement? 

Mr. Davies: That is a categorical answer .. . 

Mr. Sourwine: Did you ever recommend that Dr. Schwartz 
be retained by another Government agency for policy guid- 
ance? 

Mr. Davies: No, sir—categorically .. . 

Mr. Sourwine: Now, I would like to discuss Edgar Snow. 
Do you know Mr. Edgar Snow? 

Mr. Davies: Yes. 

Mr. Sourwine: When did you meet Mr. Snow? 

Mr. Davies: I first met Mr. Snow, so far as I can remem- 
ber, in probably 1933 or 1934... 

He was a journalist who traveled extensively throughout 
the Far East, throughout Asia and Europe. Our paths crossed 
at various times because I, too, traveled on the same con- 
tinents, and being Americans, we would meet each other on 
social occasions, or he would come into an office where I 
was stationed. 

I cannot recall any instance of meeting him in the period 
following the first meeting until 1942 or 1943, when I was 
detailed to the commanding general of the China-Burma- 
India theater. 

Mr. Sourwine: Who was the general? 

Mr. Davies: General Stilwell. 

At that time Snow made several trips to the theater, and we 
met on those occasions, briefly, and then he would move on. 
He would come to the G-2, and to me, as one of the political 
advisers. He was around as a newspaperman, and my contacts 
with him were of that nature. 

We made one trip together in the company of the American 
Ambassador to China, Mr. Gauss, in India, where Mr. Gauss 
was visiting. It was a-trip from New Delhi to Allahabad. 
I stopped off there to see if I could get an interview with 
Nehru and Snow stopped off at the same time . . . 

He helped to arrange for a meeting with Nehru, and also 
got me into a meeting of the Indian Congress Executive 
Committee . . 

I then saw him some time during the war, at Cairo, for a 
day, as we passed, I remember meeting him at Shepheard’s 
Hotel. 

Then my next recollection is a visit that he made to Moscow 
when I was stationed at the Embassy there, and we saw 
him then socially. And since then I do not recollect of any 
instance of having seen him. 

Oh, I have seen him at the Metropolitan Club, but not to 
tak with him. 

Mr. Sourwine: What can you tell the committee about Mr. 
Snow, in addition to what you have already said? 

Mr. Davies: Mr. Snow is a man whom ~ never became 
well acquainted with, and therefore I have no very strong 
impressions of his personality or his outlook, beyond that he 
ls a very active newspaperman who had leftist tendencies in 
the war years, 

Mr. Sourwine: Do you mean in 1941-45? 

Mr. Davies: Yes, and before it—in the °30s, when he 
wrote “Red Star Over China:” . 

Mr. Sourwine: He had leftist tendencies when you first 
met him in Peking? 

Mr. Davies: Yes. 

Mr. Sourwine: Do you know whether he still has those 
tendencies today? 

Mr. Davies: Not having seen him, I cannot speak from 
personal experience, although one of his recent articles on 
Tito and Russia seemed to indicate a considerable disillu- 
slonment with the Soviet Union . . . 

Mr. Sourwine: And do you recall whether you ever wrote 
any letters to Mr. Snow? 
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Mr. Davies: Yes, I think I did. 

Mr. Sourwine: How extensive was that correspondence? 

Mr. Davies: Very limited. He had a girl friend in Moscow. 
I remember his inquiring about her, and my writing back 
and saying that the NKVD had not gotten her and she was 
all right. ; 

Mr. Sourwine: That was at the time you were in Moscow? 

Mr. Davies: When I was in Moscow. 

Mr. Sourwine: When was that? 

Mr. Davies: That was in, I should say, 1945 or 1946. 

Mr. Sourwine: Was that the only occasion you can recall 
when you corresponded with Mr. Snow? 

Mr. Davies: That is the only occasion. 

Mr. Sourwine: Can you name this girl, Mr. Davies? 

Mr. Davies: I don’t remember what her name was, She 
was a girl who had contacts with people in the British Em- 
bassy. She was a—we all recognized her as somebody that 
the NKVD was trying to use on us. She was a cute dish . . . 

Mr. Sourwine: And you say she was Mr. Snow’s girl 
friend? . . . 

Mr. Davies: I think it was an apolitical relationship . . . 

Mr. Sourwine: What does an apolitical relationship mean? 

Mr. Davies: A relationship without any political connota- 
tion’... 

Mr. Sourwine: Since you presumed the young lady to be 
an NKVD agent, why was it that you told Mr. Snow that 
the NKVD did not have her yet, or had not gotten her 
yet? 

Mr. Davies: A totalitarian State devours its own, you 
know... 

Mr. Sourwine: Now, did you ever recommend Mr. Snow 
for employment by an agency of the United States Govern- 
ment? 

Mr. Davies: No... 

Mr. Sourwine: Did you ever recommend to another agency 
of Government, or representative of another agency of Gov- 
ernment, that Mr. Snow be utilized by that agency? 

Mr. Davies: Yes. 

Mr. Sourwine: Can you tell us anything about the circum- 
stances under which that recommendation was made? 

Mr. Davies: I do not feel that I can, for the reasons that 
I gave with regard to Schwartz... 

Mr. Sourwine: Did you ever suggest or urge that Mr. Snow 
be used for guidance by another agency of the Government? 

Mr. Davies: No. 

Mr. Sourwine: Did you ever recommend that he be used 
for consultation and guidance by another agency of the Gov- 
ernment? 

Mr. Davies: No. 

Mr. Sourwine: Did you ever recommend that Mr. Snow 
be set up in an office by an agency of the Government? 

Mr. Davies: No... 

Mr. Sourwine: Did you ever recommend that Dr. Schwartz 
be set up in an office by an agency of the Government? 

Mr. Davies: No. 

Mr. Sourwine: Now, with regard to Agnes Smedley: Did 
you know Agnes Smedley? 

Mr. Davies: I did . . . I first knew Agnes Smedley in 1938 
in Hanchow, when she was living there and working with 
the Chinese Communists. She had presented to the consulate 
general there a letter of introduction, which I might read 
here. It is a letter from the Department of State, Washing- 
ton, May 4, 1934, to the American diplomatic consular offi- 
cers. 

“Sirs: At the instance of the Honorable Robert F. Wagner, 
Senator of the United States from the State of New York, 
I take pleasure in introducing to you Miss Agnes Smedley of 
New York City, who is about to proceed abroad. 

“I cordially bespeak for Miss Smedley such courtesies and 
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assistance as you may be able to render, consistently with 
your official duties. 
“Very truly yours, 

“Cordell Hull” .. . 
Mr. Sourwine: Was it presented to you? 
Mr. Davies: I saw it, or knew of it. I do not recall whether 
physically saw the document, but I knew of it. . . 
Mr. Morris: How long were you in Hanchow, Mr. Davies? 
Mr. Davies: I was in Hanchow from 1938 until 1940... 
Mr. Morris: What was .. . [your] service in China before 
. . [you] went to Hanchow? 
Mr. Davies: My official service in China began in 1933 in 
Yunnanfu. In 1933 I was transferred for my language study 
in Peking. I completed that after 2 years’ study and then 
went to Mukden. I left Mukden in 1938 and went to Han- 
chow, and there we are . 

I was a political officer reporting on the local scene. 1 was 
an investigator. My job was to know everybody that I could 
know on the local scene. I knew everyone from Von Faulken- 
hausen, who was the German military adviser to the Gen- 
eralissimo, to Agnes Smedley. as a political officer, it was my 
duty to know everybody I could know 

Miss Smedley was at that time, as I have previously tes- 
tified, intimately identified with the Communist headquar- 
ters. She was a channel through whom foreign correspond- 
ents and members of the diplomatic and consular corps ob- 
tained information, established contacts with the Chinese 
Communist delegation in Hanchow 

In so far as we sought to get information trom the Com- 
munists, in addition to the other elements, we could use 
Miss Smedley as an intermediary, to see what we could get. 
That was during the period of the Japanese advance on Han- 
chow. The city was filled with correspondents and the offi- 
cial staffs of the various consulates and embassies there were 
very large. There was a constant coming and going and con- 
tact-seeking information, and in that way I had contacts 
with Miss Smedley, endeavored to get what information I 
could from her, the hand-outs that they produced at the 
Communist headquarters, asking her questiors, officially had 
these various associations with her. 

She then left Hanchow at the time the Embassy pulled 
out; the Chinese Government pulled out, and most of the 
correspondents left, which was just as the Japanese came in. 
I stayed behind with the consul general’s staff. We under- 
went the Japanese occupation. 

Smedley told us that she was going out into the guerrilla 
territory in the outlying areas. This was of great interest to 
us for two reasons: One was that we were following the mili- 
tary campaign very closely, and were also interested in 
how the Japanese occupied, and observed their control, 
through the area, and were very interested in what the 
guerrilla resistance would be in the surrounding areas. 

Secondly, Japanese-American relations were rather tense. 
The Panay had been sunk a short time before, and we never 
knew when, while under Japanese occupation, the balloon 
might not go up. We were therefore interested in the guer- 
rilla movement from the view of getting out in the event of 
war between Japan and the United States. Therefore, I 
asked Smedley to keep us informed. She wrote to the British 
and wrote to us little notes that would be sent back in through 
the Japanese lines to us. 

Her information on the guerrilla operations out there was 
of considerable interest to us. We always had to make very 
large corrections in her bias, but nevertheless, it was a first- 
hand account of guerrilla operations. 

Mr. Sourwine: With a deflection tor windage, it showed 
reasonable accuracy? 

Mr. Davies: Yes. It was of great use to us in our appraisals 
of the guerrilla operations. Her estimates, of course, were 
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checked against what estimates we got from the Chinese 
agents who remained behind, and from what the Japanese 
carried in their communiques, and what we got from mission. 
aries who came from the area. 

Mr. Sourwine: Did her reports, after correction for bias 
show sufficient accuracy to indicate that she had a pretty 
good knowledge or sources of information with regard to 
the matters she was reporting on? 

Mr. Davies: Oh, yes; because she had lived with the 
guerrilla units in these little villages and marched with 
them, not in the heart of battle, but on the periphery of 
battles. 

Mr. Sourwine: After that period, during which her services 
were utilized, and you had some contacts in your official 
capacity, what further acquaintanceship have you had? 

Mr. Davies: I have had none. 

Mr. Sourwine: When did that period end? 

Mr. Davies: It ended before my departure trom Hanchow, 
which was late in 1940—or the summer of 1940, I think, so 
I would say it ended at probably about 1939... 

Mr. Sourwine: Did you ever have occasion to make in- 
quiry with respect to Agnes Smedley’s possible Communist 
connections? 

Mr. Davies: Certainly. That was something we were all 
very interested in. Just what her relationships were—she 
denied, of course, that she was a party member. 

Mr. Sourwine: Did you ever make inquiry in that regard 
subsequent to leaving the Orient? 

Mr. Davies: No; because | lost interest in Smedley . . . 

Mr. Sourwine: Did you ever recommend to a representa. 
tive of another agency ot the Government that Agnes Smed- 
ley be utilized by that agency? 

Mr. Davies: Yes. 

Mr. Sourwine: Can you tell us anything further about that 
occasion? 

Mr. Davies: No... 

Mr. Sourwine: Did you ever suggest that another agency 
ot Government set her up in an office? 

Mr. Davies: No... 

Mr. Sourwine: Did you ever represent to a representative 
of an agency of the Government, other than the State De- 
partment, that Agnes Smedley could be used by that agency 
for consultation and guidance? 

Mr. Davies: No. 

Mr. Sourwine: That is a categorical “No”? 

Mr. Davies: A categorical “No.” 

Mr. Sourwine: Moving now to Anna Louise Strong. Are 
you acquainted, or were you acquainted with Anna Louise 
Strong? 

Mr. Davies: Yes .. . | first met Anna Louise Strong in 
1945 or 1946 at a reception in the Embassy. I do not remen- 
ber the precise occasion, but my only contacts with Mis 
Strong were at the Embassy. 

Mr. Sourwine: That is the Embassy where? 

Mr. Davies: In Moscow She was a member of the pres 
corps... My recollection was that she was a free lance... , 

Mr. Sourwine: Were free-lance correspondents permitted 
to roam around Moscow at that time? 

Mr. Davies: Communists, or those who were a part of the 
apparatus, were permitted to roam around. 

Mr. Sourwine: Was she a part of the apparatus? 

Mr. Davies: I assumed that she was at least a tellow 
traveler, completely acceptable to the regime and under it 
control . . . Aside from the social contacts, for example 
the Fourth ot July, when she would appear at the Ambas 
sador’s reception, or contacts during the council of foreig: 
ministers, in 1947, when Mr. Harriman asked me to help ott 
with handling the press. In that situation I would see het 

(Continued on page 106) 
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WHAT EVERY PARENT SHOULD KNOW 


Experts Advise on How to Keep Your Child Out of Trouble 





by Senate investigators— 





School-age children are turning to crime at 
an increasing rate—5 times as fast as the 
population increase among teen-agers. 

Why? Here are some of the answers found 


Insecurity is the topmost reason. Delinquents 
usually feel they do not fit in, are not wanted, 





and face a highly uncertain future. Family life 
is blamed in most cases. Serious offenders 
usually come from homes where parents drink 
heavily, dislike each other, have no family 
routine involving teen-agers. 

Return to woodshed discipline won't help 
much, the experts think. The problem is deeper. 








All across the nation, there is rising 
alarm at the turn of children to crime. 
Parents are asking: How serious is the 
problem in my own community? Is 
my own child in danger? What can be 
done about it? Would a return to wood- 
shed discipline solve the problem? 

Churches, schools, all sorts of public 
and private community agencies are 
feeling the pressure of these questions. 
A Senate investigating committee is 
piecing together the facts and trying to 
lam what can be done. It is finding 
that the problem is a real one, the causes 
ae many, and there is no single, simple 
remedy. 

In plain words, these are the facts 
that have been turned up by the Sen- 
ate committee headed by Senator Rob- 
at C. Hendrickson (Rep.), of New 
Jersey: 

The problem reaches into every area of 
society. It is not confined to the slums. 
It hits well-to-do families as well as 
poor ones. Children of school age are 
stealing automobiles, engaging in armed 
robberies, setting up gangs, performing 
acts of violence and vandalism, throw- 
ing wild parties in which dope, liquor 
and sex are mixed. They stop at no crime 
-including murder. 

Each year, one of every 18 children 
between the ages of 10 and 17 falls into 
the hands of the police. Each day, 2,740 
of these youngsters are picked up by 
the police. Of these daily pickups, 1,100 
go into the juvenile courts for some sort 
of hearing. Courts and institutions: are 
clogged with them. 

Delinquency is rising, moreover, at 
arate five times as fast as the population 
Increase in the 10-to-17 age group. Each 
four delinquents manage to add a fifth 
one during the course of a year. If the 
Present rate of increase keeps up, the 
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juvenile courts will be handling almost 
1,500 cases a day by 1960. 

The causes are varied. For one child, 
it may be an emotional lack or a physical 
ailment that gives him a feeling of inse- 
curity and of not being wanted at home 
or in school. For another, it may be a 
lack of parental care and training. For 
a third, it may be neighborhood condi- 
tions and the group influences of his as- 
sociates. A fourth simply may be bored 
and looking for excitement; idleness 
may be the cause. 

Since the home plays the first and 
most vital part in the life of the child, 
almost all experts agree in tracking de- 
linquency back to some sort of failure or 
breakdown in the home. Physical needs, 
mental needs and emotional needs of 








—Pletcher in the Sioux City Journal-fripune 


‘ON THE TRAIL’ 
At bottom: insecurity 





the child that are not filled by school, 
church and community associations have 
to be met in the home. 

Mr. and Mrs. Sheldon Glueck, of the 
Harvard Law School, dug deeply into 
some of the family failures that con- 
tribute to juvenile delinquency, in a 
study in the Greater Boston area. They 
searched through a thousand case his- 
tories and probed back into the home. 
Half of their cases were delinquents. Half 
were of youngsters in the same neighbor- 
hoods who were not delinquent. Their 
effort was to learn why some of these 
were delinquent and others were not, 
although they all came from the same 
general environment. 

Out of this study came a picture of 
some of the overriding causes of delin- 
quency that arise inside the homes. 

In a majority of the families of the de- 
linquents—three out of five, or more— 
the fathers, mothers and brothers and 
sisters of the delinquent children were 
heavier drinkers than those in homes 
that reared nondelinquent children. 
They were less balanced emotionally. 
They were less capable mentally. 

There was no fixed routine in the 
homes of three out of four of the delin- 
quents. The children came and went as 
they pleased. There was no fixed hour 
for meals. There was no regular time for 
them to go to bed. There was no specific 
time for them to do homework. And, in 
7 out of 10 cases, the mothers either 
were not at home or let the children 
roam the streets. 

In three out of five of the families of 
the delinquents, the parents did not love 
each other. Four out of five of the boys 
felt their mothers did not care what they 
did. Three out of five of the boys thought 
their fathers either did not care what 
they did or were outright hostile to them. 
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Four out of five of the delinquents felt 
that their parents either did not like 
their friends or did not care who these 
friends were. 

There was no team, or family, spirit 
in four out of five of the families of delin- 
quents. Seven out of 10 of these families 
never did things together. They had no 
family recreation. 

Twice as many 


delinquents came 


from broken homes as from families in 
which fathers and mothers lived togeth- 
er. Three out of five of the delinquents 
came from broken homes. In four out of 
five of the cases where the delinquents 
broken 


came from homes, the break 





Juvenile delinquency 
in U.S. has increased 
29 per cent. 
Problem centers in 
the ees group from 


10 to 17. 


‘PICKED UP’ BY THE POLICE 





brought into court. 


came when the children were under 10 
years of age. 

Three out of five of the delinquents 
rarely, if ever, went to church. They 
grew up, for the most part, on the streets 
without closely knit ties to family, 
church or community. 

At the base of the delinquency prob- 
lem is what some of the experts call a 
“hard core.” This is not the largest 
group, but it is what is termed an irre- 
ducible minimum. These are inadequate 
children, produced by inadequate par- 
ents. And, in turn, the children grow up 
to become inadequate parents, them- 
selves. They are misfits of society, never 
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. .. 2,740 juveniles per day 
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1 million children 10 to 17 have 
some dealings with police each 
year. That’s 1 out of every 18 
in the country. 100,000 spend at 
least one night in jail during the 


year. 385,000 a year are 


‘More Youngsters Getting in Trouble. 


SINCE 1948— 
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trend continues— 


More than half a mil. 


lion youngsters 10 to 17 





will get into serious 
trouble, face charges in 


the courts. 
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finding their places, never assuming 
responsibility, fitting into an unchang- 
ing, antisocial pattern. 

Although this “hard core” is viewed 
with despair, delinquency in other young- 
sters is viewed by the experts as largely 
curable or preventable. This calls for a 
wide variety of things to be done by 
the parents and by the community at 
large. Here are some of them: 

In the home, the child needs to feel 
that he is wanted, is secure in the affec- 
tion of his mother and father. Beyond 
this, the family needs to do things to- 
gether, work together, play together, go 
to church together, function as a unit. 
The child should be able to bring his 
problems to his mother and father in 
confidence, sure that he will get under- 
standing. 

Discipline is not frowned upon by the 
experts if physical punishment is given 
with calmness and without anger by a 
parent who really loves the child and is 
not indifferent or hostile to him. But it 
is emphasized that the woodshed method, 
of itself, is not any cure for delinquency. 

In the Glueck studies, seven out of 10 
of the fathers gave physical punishment 
to the youngsters—and they were delin- 
quent just the same. And, among the 
nondelinquents they studied, only three 
out of 10 were given physical punish 
ment. They pointed out that, if the wood: 
shed had been the answer, these figures 
would have been reversed. 

The difficulty about getting results 
with physical punishment, in the case 0 
older children, the experts say, is that it 
affects only one piece of the whole per 
sonality: the fear instinct. If a punishing 
father, or a policeman, could be present 
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Delinquency Starts in Homes Like These 


Studies of delinquency, conducted at Harvard University, show this: 


6 out of every 10 juvenile delin- 
quents have fathers who drink to 


excess 


Many have mothers who drink to 


excess 


3 out of 4 are permitted by parents 


to come and go as they please 


3 out of 5 are from homes where 


there is discord between parents 


7 out of 10 are from homes where 


there is no group or family recreation 


all the time, it would prevent delinquen- 
cy. But unless a better reason than fear 
is developed in the child to cause him 
to behave himself, the child will return 
to delinquency when the father or the 
policeman is gone. It does not help the 
child to be good when there is no father 
or policeman in sight. 

Nevertheless, some of the experts fa- 
niliar with the juvenile problem say that 
the nation’s children need more of the 
woodshed treatment. John Gutknecht, 
Prosecutor for Cook County, IIl., says 
that until parents, schools and churches 
begin to assume their responsibilities, the 
police officials must be more severe. He 
finds it helpful to send juvenile offenders 
to jail for a day or a week to give them 
achance to think over their misdeeds. 

In appraising the reasons for the pres- 
ett wave of delinquency, experts go 
back, primarily, to the sense of insecurity 
felt by today’s children. They suggest 
that the reason for the upsurge may lie 
inthe plight in which the youngsters who 
fll today’s schools—boys and girls up to 
age 18—find themselves. 

There never has been any real feeling 
of security for them. By the time they 
were aware of what was happening in 
the world, the nation was at war. Homes 
ind communities were upset. Then came 
the Korean war. Now they are bom- 
barded with fears about Communism. 
For the boys, there is the likelihood of a 
draft after high school; they can’t make 
plans. And the girls are even more 
toubled; if the boys are gone, they are 
let alone. They can’t make plans either. 
All of this contributes to a group unrest 
‘mong youngsters of the age at which 
delinquency strikes, 
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Only the joint efforts of the home, 
the church and the general community 
can insulate the youngster against this 
unrest. Stability in the home, the out- 
reach of the church, youth organizations 
to keep the child busy outside the school 
—all of these have their place and help to 
bolster his sense of security. 

Group action is working well in many 
places. Parents, teachers, ministers, police 
officials and others consult regularly on a 
course of action. Often parents consult 
among themselves to get common rules 
of conduct for their children. This pre- 
vents one child from having to do some- 
thing others are not required to do. 


4 out of 5 have parents who take no 
interest in the children’s friends 


4 out of 5 delinquent boys say their 
mothers were indifferent to them 


3 out of 5 delinquent boys say their 
fathers were indifferent to them 


Many come from broken families. 


Few get religious training of any kind 
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There are suggestions for much more 
co-operative action: for a Youth Na- 
tional Institute on Juvenile Delinquency 
to explore the problem and develop a 
continuing program; for an organization 
of Delinquents Anonymous, patterned 
after Alcoholics Anonymous, to bring 
youngsters themselves into the work. 
All sorts of ideas are being explored. 

All of the furor is being caused by 5.5 
per cent of the juveniles. One expert 
points to the 94.5 per cent who are giv- 
ing no trouble and says the parents are 
doing a pretty good job already. But the 
real fears grow out of the fact that the 
rate of delinquency is rising. 
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MR. AND MRS. GLUECK STUDIED BOSTON 


From the same environment, different results 
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In Full Text: 






















Following are the portions of a ra- 
dio and television address by Senator 
Joseph R. McCarthy (Rep.), of Wis- 
consin, Nov. 24, 1953, that criticize 
the Eisenhower Administration’s for- 
eign policy: 


Let us examine the failure of my 
party, if we may, to liquidate the 
powerless bankruptcy of the Democrat 
Administration. On Sept. 12, 1953, the 
Chinese Communists announced that 
they would not treat as prisoners of 
war American fliers who were shot 
down during the Korean war, over 
Manchuria. On Sept. 10, 1953, the Army 
announced that some 900 American 
young men known to have been pris- 
oners of the Communists in Korea were 
still unaccounted for. Unaccounted for 
as of tonight, my good friends. 

Well, why do I bring this situation 























Following is the text of a statement by Secretary of State 
John Foster Dulles at his press conference on Dec. 1, 1953: 
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Since I met with you last week there has been a widely 
publicized criticism of this Administration’s foreign policy. 

The burden of that criticism was that we spoke too kindly 
to our allies and sent them “perfumed” notes, instead of using 
threats and intimidation to compel them to do our bidding. 

I welcome constructive criticism. But the criticism I refer 
to attacks the very heart of U.S. foreign policy. 

It is the clear and firm purpose of this Administration to 
treat other free nations as sovereign equals—whether they be 
large or small, strong or weak. My grandfather, John W. 
Foster, of Indiana, himself a Secretary of State, said of Ameri- 
can foreign policy that from the beginning it had been marked 
by “a spirit of justice, forbearance and magnanimity.” I do 
not intend myself to mar that record. 

The tide of recent events has made our nation more power- 
ful; but I believe that it should not make us less loyal to our 
great American traditions: and that it should not blur our 
dedication to the truths, expressed in our Declaration of 
Independence, that we owe a respect to the opinions of 
others. 

Today it is to our interest to assist certain countries. But 
that does not give us the right to try to take them over, to 
dictate their trade policies and to make them our satellites. 

Indeed, we do not want weak or subservient allies. Our 
friends and allies are dependable just because they are un- 
willing to be anyone’s satellites. They will freely sacrifice 
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Let us be thankful that they are that way. and that there 
still survives so much rugged determination to b2 free. If that 
were not so, we would be isolated in the world and in mortal 
peril. 

Never in all our history was there a time when good friends 
and allies meant so much to us. 

Today the Soviet Union, with rapidly mounting atomic 
power, is deterred from attacking by the fact that we could 
retaliate with a devastating blow against the vitals of Russia 
But that possibility exists only because we share the welt 
located bases of other friendly countries. 

Also, we gain security because of an early-warning system 
which permits of interception and civil defense. But this 
requires facilities in the friendly cou:itries which are neater 
the Soviet Union. Without that, such great industrial centers 
as Detroit, Cleveland, Chicago and Milwaukee would be “sit 
ting ducks” for atomic bombs. 

In addition to being dependent upon our allies for pre 
vention and defense against atomic attack, we look to theit 
large industrial strength to keep the balance of world power 
in the free-world favor. If their resources and facilities fell 
into the Soviet bloc, it would have the advantage over us not 
only in the possibility of an initial knockout blow, but also im 
terms of capacity to win a long-drawn-out war. 

Thus there is need, as never before, of co-operation be 
tween the free nations. Others recognize that. So do we. 10 && "The ¢ 
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maintain a co-operation of the free is a difficult and delicate 
rocess. Without mutual respect and friendship it would be 
impossible. We do not propose to throw away those precious 
assets by blustering and domineering methods. 

We shall be firm and persistent in trying to secure agree- 
ment on what we believe to be right. We shall expect a fair 
sharing of efforts and burdens. But we shall try not to be 
grogant, or to demand of others what we ourselves, if cir- 


cumstances were reversed, would reject. In this way, we 
retain friendship and we usually reach agreement. The fact 
that some marginal disagreements persist is no reason for 
sacrificing friendship by attempting to coerce; the more so 
because the attempt would be fruitless. 

These fundamentals of our foreign policy were agreed on 
by President Eisenhower and me before I took my present 
office. These principles still stand. 





PRESIDENT EISENHOWER 


Following is the full text of a statement by President 
fisenhower at his press conference, Dec. 2, 1953, backing 
up the foreign-policy statement made the previous day by 
Secretary of State John Foster Dulles: 


lam in full accord with the statements made yesterday by 
Secretary Dulles in his press conference. I would like to add 
this comment to what he said: The easiest thing to do with 
geat power is to abuse it—to use it to excess. This most pow- 
erful of the free nations must not permit itself to grow weary 
of the processes of negotiation and adjustment that are funda- 
mental to freedom. If it should turn impatiently to coercion 
of other free nations, our brand of coercion, so far as our 
friends are concerned, would be a mark of the imperialist 
rather than of the leader. 

What America is doing abroad in the way of military and 
economic assistance is as much a part of our own security 
program as our military efforts at home. We hope to be able 
to maintain these overseas elements of our security program 
as long as our enlightened self-interest requires, even though 
we may, and probably we always will, have various differ- 


















ences of opinion with the nations receiving our aid. 

We do this because unity among free nations is our only 
hope for survival in the face of the world-wide Soviet con- 
spiracy backed by the weight of Soviet military power. This 
struggle dominates all other considerations of our times. The 
issue—freedom versus Communism—is a life-and-death matter. 
To my mind it is the struggle of the ages. 

This fact arouses justifiable concern about Communism in 
our own Government. I repeat my previously expressed con- 
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viction that fear of Communists actively undermining our 
Government will not be an issue in the 1954 elections. Long 
before then this Administration will have made such progress 
in rooting them out under the security program developed by 
Attorney General Brownell that this can no longer be con- 
sidered a serious menace. As you already know, about 1,500 
persons who were security risks have already been removed. 
Fair, thorough and decent investigations, followed by un- 
hesitating corrective action, are the most effective—and the 
only efficient—way to get this necessary job done. 

By next fall, I hope that the public, no longer fearful that 
Communists are destructively at work within the Government, 
will wish to commend the efficiency of this Administration in 
eliminating this menace to the nation’s security. The people 
must have the facts on this important subject in order to reach: 
sound conclusions. As provided for in the liberalized regula- 
tions of this Administration, established facts, so far as the 
national security permits, will continue to be made available. 

The best way to keep subversives out of the Government 
is not to employ them in the first place. The Administration 
will continue to hunt for any that are present and, of course, 
any subversives located by a congressional committee will be 
removed just as promptly as any others. 

In all that we do to combat subversion, it is imperative that 
we protect the basic rights of loyal American citizens. I am 
determined to protect those rights to the limit of the powers 
of the office with which I have been entrusted by the Amer- 
ican people. 

In my judgment, the efficiency and vision with which the 
Government is administered by this Republican Administra- 
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tion, and whether or not the Congress enacts a progressive, 
dynamic program enhancing the welfare of the people of our 
country, will determine the future political complexion of the 
Congress and the future of the Administration. I am con- 
vinced that those who fight for the program that I shall soon 
submit to the Congress will deserve and will receive the 
respect and support of the American people. 
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In any event, unless the Republican Party can develop ang 
enact such a program for the American people, it does no 
deserve to remain in power. But I know that these sentiments 
are shared by the vast majority of the Republicans in th 
country, particularly by my close associates both in the Senat. 
and in the House of Representatives. Because of this unity of 
feeling such a program will be enacted. ‘ 





SENATOR McCARTHY GIVES HIS REBUTTAL 


Following is the text of a statement made by Senator 
Joseph R. McCarthy (Rep.), of Wisconsin, on Dec. 3, 1953: 


On November 24 I discussed how Communist agents were 
protected, coddled, and promoted under the Truman-Demo- 
crat regime. I then pointed out a few mistakes made by my 
own Republican Party. At that time I said: 

“Before looking at some of the cases in which our bat- 
ting average is zero, let me make it clear that I think this 
Republican Administration is doing a job so infinitely 
better than the Truman-Acheson regime that there is 
absolutely no comparison.” 

I spent perhaps as much time as any other man last fall, 
urging the American people to elect President Eisenhower. 
I would do the same again as I have a great deal of admira- 
tion for the President and think he has an excellent record 
for the time he has been in office. However, errors by Demo- 
crats or Republicans are equally bad. One of the reasons that 
the Democrats were removed from office was their refusal to 
recognize their own errors and I feel that if we Republicans 
do likewise it may be fatal to our great political party and to 
our country. 

However, let me make these points perfectly clear: 

1. It has been suggested by our political enemies that I 
am challenging President Eisenhower’s party leadership. 
That suggestion is both ridiculous and untrue. 

2. I will give my utmost support to all Republican candi- 
dates for the House and Senate next year, because it is so 
important to this nation that Republicans retain control of 
Congress. 

3. The new Administration has already rid itself of 1,456 
security risks inherited from the Dernocrat Administration— 
practically all of whom were removed because of Communist 
activities or connections or perversion. This is a fine record 
and a real contrast to the Communist-ridden Truman- 
Acheson regime. 

4. I believe that the question of Communism will be an 
important issue in 1954, because the facts have proved that 
the Democrats represent the party of the left, the party 
which is soft on Communism. This will become more and 
more apparent as the full facts about the Truman cover-up 
of Communists become known. This nation must stand as the 
leading bulwark against Communism in the world and on the 
subject of Communism the difference in attitude between the 
Republicans and Democrats will be the most important po- 
litical issue for many years to come. 

This should make it clear once and for all that I will con- 
tinue to give my utmost support to the Republican Party now 
and in the future. This does not mean that I will refrain from 
criticizing my party when I think it is making mistakes. 

Therefore, last Tuesday night I discussed our failure to 
clean up one of the foulest situations which we inherited 
from the Democrat Administration. 

I pointed out that, on September 10 of this year, the Army 
announced that some 900 American young men known to 
have been living prisoners of the Communists in Korea were 
still unaccounted for and that, on September 12 of this vear, 


40 


the Chinese Communists announced that they would no 
treat as prisoners of war American flyers who were shot dowy 
during the Korean war over Manchuria. I pointed out tha 
my party was not responsible for this situation—that we had 
inherited it from the corrupt, Communist-ridden Truman. 
Acheson regime, but that it is now our duty properly to pro. 
tect those young men. 

The course of action which 1 recommended was that we 
refuse to give any American dollars to any nation shipping 
any goods to Communist China so long as a single American 
remained in a Communist blood-stained dungeon. On this 
matter Secretary Dulles and I are in complete disagreement, 
In a Republic such as ours there must be room for hones 
difference of opinion. I respect the honesty and sincerity of 
purpose of Secretary Dulles. However, I have such deep con. 





—United Press 
PRESIDENT EISENHOWER TOOK A STAND 
“Lam in full accord with . . . Secretary Dulles” 


victions on this subject that I shall continue to discuss the 
matter at every opportunity and I urge Secretary Dulles to 
reappraise our whole policy in this regard. 

It is my hope that such a reappraisal may result in a chang 
of policy in this respect. 


Senator McCarthy added the following to his prepared 
statement when he read the statement for newsreel cameras 

“Now I think President Eisenhower is an honorable ma 
I think he will follow the will of the American people if thé 
will is known to him. I would like to take this opportunity ® 
urge every American who feels as I do about this blood 
with a mortal enemy to write or wire the President of the 
United States and let him know how they feel so he can 
properly guided in this matter.” 
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How did Russia, almost over- 
night, acquire the world’s most 
powerful submarine fleet? 
ot 1 «The answer is just now com- 
"fing to light. It points to agile 
Russian maneuvering at the end 
i f of World War Il, a Soviet coup at 
Potsdam, and suspicious deal- 
we | ings with missing German subs. 
ig} Here’s the whole story of 
ic { what happened to Germany’s 
ut. § U-boats. 


‘ Reported from 
LONDON and WASHINGTON 


The mystery of how. Russia ac- 
quired the world’s most powerful sub- 
marine navy finally is being cleared 
up. The facts, now coming to light, 
credit this success to astute Russian 
tactics in the closing months of World 
War II, aided by some British and 
American laxity. 

Russia’s submarine fleet today is far 
stronger than the German fleet that 
came near to strangling sea transport of 
the Allies in two world wars. That Soviet 
fleet numbers more than 350 submarines, 
many of a revolutionary design that 
makes United States antisubmarine tech- 
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niques of the last war entirely obso- 
lete. 

What happened to provide the basis 
for this powerful underwater fleet has 
largely been hidden in official secrecy 
since World War II. Facts and figuies 
emerging on both sides of the Atlantic, 
however, add up to this story: 

Back in the spring of 1945, when Al- 
lied armies were closing in on Germany, 
British admirals tried to “sell” Prime 
Minister Churchill on the importance 
of getting ahead of the Russians to the 
supersubmarines which the Germans 
were developing at bases along the Bal- 
tic coast. 

But the decision was made that Brit- 
ish-American forces would drive only 
to the Eastern Baltic, then meet with the 
Russians at the Elbe. When these West- 
ern forces reached the Baltic city of Lii- 
beck on May 2, 1945, they found that 
they were only a few hours ahead of the 
Russians, who had gobbled up every- 
thing to the east along the Baltic coast, 
including the big German submarine 
stations there. 

That gave the Russians most of what 
they needed—the bases, the tools, the 
blueprints, the technicians of Germany’s 
submarine industry, plus the partially 
finished hulls of new, Type XXI German 
snorkel submarines. But most of the 
German submarine fleet itself was 
elsewhere. 


AFTER THE WAR, THIS GERMAN SUBMARINE WAS TOWED TO THE ‘GRAVEYARD’ AND SUNK 
Russia got the lion’s share of the submarines that were left 


‘|Mystery of Missing Submarines 


: Most of Nazi Prizes Ended Up in Russian Hands 


At Potsdam, the Russians got some of 
that part of the fleet too, by agreement 
with the British and Americans, who 
had the submarines in hand. 

At war's end, the Germans had an es- 
timated 390 submarines operating or 
operable. They managed to scuttle 220 
of these. This left 170 to be captured by 
the Allies. Nearly all fell to the British. 

What occurred at Potsdam is reported 
in a joint Anglo-American statement is- 
sued in London on Jan. 22, 1946: 

“It was decided at the Berlin (Pots- 
dam) Conference that operable serv- 
ice units of the German fleet, including 
units which could be made operable 
within a specified time, together with 
30 U-boats, should be divided equally 
between the three powers and that the 
remainder of the German fleet should be 
destroyed. 

“A tripartite naval commission was ac- 
cordingly appointed to make recommen- 
dations to implement this decision and 
it was recently reported to the govern- 
ments of the three powers. Its report is 
now under consideration, its recommen- 
dations on the allocation of the main 
units has been accepted and their divi- 
sion between the three powers is now 
being made. Surplus U-boats in United 
Kingdom ports have been sunk in accord- 
ance with this agreement.” 

Russia, thus, picked up 10 German 
submarines, four of them of the revolu- 
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What Became of the German U-Boats? 


































When World War Il ended, Germany had 


170 submarines 


Of these, the 
British destroyed 127 
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U.S. got 10 
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Britain got 10 


| 





Russia was allotted 10, probably got 23 
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BUT: Russia also got hulls, spare parts and 
technicians, used them to build more Ger- 
man-type submarines. 


German-model submarines now in Russian 


hands number at least | 27 


The RUSSIANS may have as many as 60 
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tionary Type XXI design, as her shar 
of the 30 for the three victors. 

Britain sank 127 of the remaining 
German subs between Dec. 11, 1945, and 
Jan. 20, 1946. Each U-boat was towed 
out to an area northwest of Bloody Fore. 
land, Ireland, and sunk in deep wate 
by shellfire, bombs or rockets. 

The U.S. and Britain each got 19 
German U-boats, in accordance with the 
agreement. 

That left 13 of Germany’s wartime 
submarines turned over to the Allies 
but unaccounted for. There are hints tha 
11 of these were in the Baltic at the end 
of the war. In any event, neither the 
U.S. nor Britain has any record of the 
missing subs, a clear indication thy 
Russia somehow got these too. 

Thus, the evidence shows that the 
Russians got a minimum of 23 complete 
German submarines, including many of 
the latest type, plus an undetermined 
number of unfinished hulls and the jp- 
stallations as well as tools with which to 
build many more. Even more important, 
they had the German technicians—who 
could continue to develop Russia’s sub. 
marine types beyond the Type XXI de. 
sign. 

From that point, the Russian fleet 
began to concentrate on its submarine 
navy. By this vear, the authoritative 
“Jane’s Fighting Ships” reported 3 
Russian undersea fleet of great strength, 
including 27 submarines _ identified, 
with their serial numbers, as German 
wartime models. “Jane’s” indicates, more. 
over, that about 60 of the present 
Russian subs probably are Germa 
models, possibly completed from cap- 
tured parts. 

Size of the present Soviet submarine 
fleet is in some doubt. The minimum 
size referred to by the U.S. Navy is 
350 U-boats. But “Jane’s” reports author 
itative estimates that now range up t0 
475 submarines. Either figure is wel 
above the 200 old-style submarines 
with which Germans nearly won the 
“Battle of the Atlantic” early in World 
War II. 

How effective Russia’s new subm 
rine fleet could be if war comes again i 
all too clear. A close look at what i 
known now about it shows this: 

At least 100 of Russia’s present sub 
marines are believed to be of ocean-p« 
trol types that can cross either the At 
lantic or the Pacific. Their range is givet 
at about 15,000 miles. With snorkeb- 
devices that admit air to engines and le 
out exhaust without permitting water to 
enter—all of these submarines could travel 
from Russian waters to U. S. coasts with 
out surfacing, then launch an_attac 
either on U.S. shipping or on U.S. «ities 
and return to home ports. 

Another 250 or more Russian subme 
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rines are Of coastal and medium types, 
with a range of operation between 2,- 
000 and 6,000 miles. From bases on the 
Baltic or the Mediterranean, they could 
attempt to blockade Britain and could 
possibly cut the vital military supply lines 
fom U.S. to Europe. 

Newest of Russia’s known submarines 
all have snorkels and can remain sub- 
merged for weeks at a time. In addition, 
Russians seized blueprints for the Type 
XXVI U-boat being developed by the 
Germans at war’s end. These vessels 
were to be powered by the Walther en- 
gine, in which hydrogen _ peroxide, 
blended with fuel oil, provides oxygen 
for combustion and thus eliminates en- 
tirely the need for a snorkel. 

But the danger that concerns U.S. 
strategists most is not the old one of an 
useen attacker’s cutting allied supply 
lines. It is the new possibility of U.S. 
cities’ being wrecked by late-model sub- 
marines launching guided missiles with 
atomic warheads. 

By capturing German bases on the 
Baltic, Russia got not only highly effi- 
cient submarine models, but the means of 
equipping them with guided missiles de- 
veloped by the Germans and adaptable 
to atomic attack. U.S. atomic defenses, 
designed to protect against invading 
bombers, would be virtually useless 
against this kind of airborne devastation. 

A mass raid by new Russian sub- 
marines just off U.S. coasts might be 
highly effective. At a prearranged mo- 
ment, each sub could surface and fire 
two or three guided missiles at some U. S. 
tity. Each missile could carry an atomic 
ot H-bomb, would be fully controlled 
fom its mother sub, and would be just 
about impossible to intercept. 

At the present stage of missile devel- 
opment, enemy submarines could strike 
coastal cities within about 40 miles of the 
wean with great accuracy. This choice 
of targets includes five of the nation’s 
seven largest metropolitan areas, all ma- 
jr naval bases and shipyards, nearly all 
of the U.S. aircraft industry and about 
half of the country’s air bases. 

Each year, however, missiles get 
lnger-ranged. With 300-mile missiles, 
in sight now, subs could strike Reno, 
Nev, or Atlanta, Ga. With 400-mile 
range, they could reach Spokane, Wash., 
ot Pittsburgh. With 600-mile weapons, 
they could bring under fire 39 of the 
tation’'s 50 largest cities, and all the big 
itomic-energy facilities, including Oak 
Ridge, Tenn. 

Russia’s agile maneuvering near the 
end of World War II is paying off. As 
the mhystery of 1945 clears a bit, the U.S. 
and Britain are adding Russia’s sub- 
marine fleet to the long list of other 
gins stemming from her well-developed 
Sleight-of-hand technique. 
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CAPTURED U-BOATS PILED UP IN IRELAND 
German technicians went to work for Russia 
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Why the Fuss Over Morgenthau Plan 


Congress Wants to Know If 


Real purpose behind the Mor- 
genthau Plan for postwar Ger- 
many is coming in for another 
look. As it appears now— 

The plan, if carried out, would 
have dismembered Germany, 
given Russia much of its industry, 
forced U. S. troops out, probably 
delivered all of Germany to the 
Russians in short order. 

Congress wants to know more 
about those who inspired it. 


The Morgenthau Plan of 1944 is 
coming back into the news. It is to be 
put there by the Senate Internal Se- 
curity Subcommittee as another phase 
in the hunt for Communists who infil- 
trated the Government and influenced 
United States policy. 

Henry Morgenthau, Jr., former Secre- 
tary of the Treasury, whose name be- 
came attached to the now-suspected 
plan, is not himself in the line of com- 
mittee fire, although he may be invited 
to testify. 

The committee’s 


exploration is di- 


rected at the men who inspired the plan 
—and their real purpose behind it. 
The spy hunters suspect that the plan 


Sc, 


—United Press 


FORMER SECRETARY MORGENTHAU 
The plan of 1944... 
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was really part of a broad Communist 
plot to gain control over all of Europe. 

Two developments fed this suspicion: 

1. Evidence that the alleged Commu- 
nist spy, Harry Dexter White, had a 
heavy hand in shaping the plan—in- 
deed, that he actually wrote it—while 
he was one of Mr. Morgenthau’s top 
aides in the Treasury. 

2. Postwar proof of how the plan 
would have helped Russia in its drive 
toward world conquest. It might have 
delivered all of Germany—and eventu- 
ally all Europe—right into Soviet hands. 

When Mr. Morgenthau first came up 
with the plan in September, 1944, it was 
offered simply as a program for making 
sure Germany would never be able to 
start another war. 

But a study of the plan in the light of 
postwar history shows how it fit into 
Communist strategy. Its principles are 
still the basis of Soviet policy in Ger- 
many, are actually being applied in the 
Russian zone. 

The Morgenthau Plan would have de- 
stroyed Germany as an industrial nation 
and as a political power. It would have 
partitioned and dismembered it, de- 
stroyed all its heavy industries, left it a 
poor nation of small farms. 

Parts of Eastern Germany were to 
go to Russia and Poland; the Saar and 
other Western areas, to France. The rich 
industrial Ruhr would have become an 
international zone—with Russia sharing in 
its control. But, first, all the Ruhr’s big fac- 
tories would be removed, its mines closed. 

When Mr. Morgenthau spoke of re- 
moving Germany’s heavy industries, he 
did not mean just war plants and steel 
mills. He makes this very plain in his 
book, “Germany Is Our Problem,” which 
was published late in 1945 and which re- 
vealed the plan’s official text for the first 
time. 

“She must be deprived also of all fac- 
tories capable of making machine tools, 
airplane engines, airplanes, locomotives 
and other heavy railway equipment, 
Diesel engines, steel rails, heavy tractors 
and automobiles,” he wrote. 

He even questioned whether “pro- 
duction of such items as pharmaceuticals 
might be permitted.” 

Germany, which never raised enough 
to feed itself, was to make its living off 
its farms. 

“It will involve hardships and hard 
work for several years,” Mr. Morgenthau 
conceded. “The main consideration, how- 
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ever, is not discomfort and toil for the 
German people, but peace for the world’ 

Mr. Morgenthau also proposed |e. 
ting the Allies use “forced German labo; 
outside Germany.” 

This would have given Russia a free 
hand in kidnaping German scientisy 
and technicians, sanctioned the use of 
German war prisoners as Siberian slaves, 

Without industry, Germany woul 
have become a defenseless rural slum jy 
the heart of Europe, a soft plum ripe for 
Communist picking. 

Suspicious Senate investigators are 
especially intrigued by this one of the 
Morgenthau Plan’s proposals: 

“The primary responsibility for the 
policing of Germany should be assumed 
by the military forces of Germany’s con. 
tinental neighbors. Specifically, thes 
should include Russian, French, Polish, 
Czech, Yugoslav, Norwegian, Dutch and 
Belgian soldiers. Under this program, 
United States troops could be withdrawn 
within a relatively short time.” 

How would Russia have welcomed a 
postwar setup like that? The proposal: 
most of the occupation forces under 
Communist control; no American ot 
British troops to block a Soviet grab of 
Germany. With Germany down, the ret 
of Europe should fall easy prey. 

Was this what White had in mind, the 
Senators ask, was he acting under ordes 
from Moscow? 
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GERMANY’S STEEL 
. . . looked different in 1953 
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What the Morgenthau Plan Proposed for Postwar Germany 


> 


CON OH 


10. 


Reduce Germany to a pastoral state of small farmers 
Wipe out the country’s armament industry 
Remove or destroy all other heavy industries 


. Break up big German estates to create small farms 
Partition Germany into two loose federations of states 


Strip the Ruhr of industry, close its mines, make it an international zone 
Transfer border areas to invaded countries 
. Distribute seized industries among the Allies 
. Use forced German labor in other countries 
. Confiscate all German assets abroad 


11. Withdraw U. S. troops, leaving Germany to be policed by European troops, many 
of them from Communist-controlled countries 








Elizabeth T. Bentley said he was. 
Miss Bentley was a confessed former 
wurier in the Soviet spy network to 
wiich the Federal Bureau of Investiga- 
tion says White belonged. Testifying in 
1951 before a Senate Judiciary Subcom- 
mittee, Miss Bentley said the Morgenthau 
Plan was developed “due to Mr. White’s 
influence, to push the devastation of 
Cermany because that was what the 
Russians wanted . . . On our instructions 
he pushed [this idea] hard.” 

She agreed with a Senator’s suggestion 
that “it was a Communist plot to destroy 
Cemany” so that she “could no longer 
bea barrier that would protect the West- 
ema World,” 

Mr. Morgenthau himself revealed that 
Waite was active in promoting his plan. 
Wien White died in 1948, Mr. Morgen- 
iat wrote White’s widow, saying: 

It was Harry and his associates who 
worked as a labor of love on my book .. . 
¢made many valuable suggestions as 
tohow to deal with the Germans and the 
japanese.” 

Mr. Morgenthau’s book devoted a 
full chapter to attacking as “utter fallacy” 
the theory that Europe needs a strong in- 
dustrial Germany as a bulwark against 
Russia. “The advocates of this blueprint 
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of war never advance any reasonable 
grounds for supposing that America is 
really menaced by Russia or by the 
spread of Communism,” it said. 

Except for that book, Mr. Morgenthau 
has said little in public about his plan. 
He said in the book that he drew it up at 
President Franklin D. Roosevelt’s request 
for submission to the Quebec Confer- 
ence in 1944. 

At Quebec, Prime Minister Winston 
Churchill reluctantly initialed the plan, 
although he says, “I violently opposed 
the idea.” 

This was the peak of the plan’s offi- 
cial success. It never lived long enough 
to be officially announced. It was _ re- 
vealed first through White’s “leaks” to 
the press. 

The plan’s possible Communist origins 
were still unsuspected. But a violent re- 
action set in against it as soon as it 
became known. Tie State and War de- 
partments and the Foreign Economic 
Administration all opposed it. 

The plan was dropped—in name at 
least—by the war's end. 

The program finally adopted by the 
Big Three at Potsdam was much milder. 
It restricted dismantling to war or re- 
lated plants. It left the Ruhr as part of 
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Germany, its mines untouched. No men- 
tion was made of a “pastoral state.” 

Much of Mr. Morgenthau’s plan re- 
mained, however, in the Potsdam com- 
promise with Russia’s stern demands. 
Plants taken from Germany were dis- 
tributed among the Allies as reparations. 
The bulk went to Russia. A low level of 
industry was fixed to keep Germany’s 
standard of living below its neighbors. 

What survived was enough for Mr. 
Morgenthau to say in his book: “It is ob- 
vious that in the Potsdam Declaration the 
three principal Allies were seeking to 
carry out the objections of that [Mor- 
genthau] policy.” 

Since 1945, the Soviets have followed 
the Morgenthau Plan even more closely 
than the Potsdam Agreement. They 
achieved the partitioning of Germany 
by making their occupation zone into a 
satellite state. The heavy German indus- 
tries they did not dismantle were turned 
to producing directly for Russia. Hun- 
dreds of thousands of Germans were 
held as slave workers in Soviet prison 
camps. Every attempt to rearm Germany 
has been opposed. 

The Morgenthau Plan still fits the 
Soviet pattern. Senate probers want to 
know if it was planned that way. 
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Horses went haywire... 
pedestrians scurried for cover. Nothing daunted, the automobile 
chugged its way from novelty to necessity . . . and right into the front 
ranks of American industry. As demand grew, production increased, 
prices dropped. Soon the auto- 
motive industry outstripped all 
others in manufacturing man- 
power. Production went from 
4,192 units in 1900 to well over 
5,000,000 in 1952. The motor 
car’s favorable influence on 
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America’s unusually high 
This six-station vertical broaching machine, one of 
many Sundstrand machines used by the automotive 

' industry, broaches planetary transmission gear parts 
at a rate of 1100 pieces per hour. 
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standard of living is univer- 
sally known... through much 
of the industry’s growth Sundstrand has worked with leading manu- 
facturers. One of many Sundstrand contributions is the broaching 
machine and the tools made by Sundstrand’s Broaching Division. 
These help bring production up, costs down... the result of Sund- 
strand’s “‘Engineered Production” Service*. Perhaps Sundstrand is 


a name to remember in your business, too. 























A name 
to remember in 
your business! 


SUNDSTRAND 


8 Sundstrand divisions 
make widely diversified 
products 


MACHINE TOOL DIVISION 
—tlathes, Milling Machines, Spe- 
cial Machinery, Centering Ma- 
chines, Bench Centers, Balancing 
Tools. 


BROACHING DIVISION— 
Standard and Special Broaching 
Machines, Tools, Work-holding 
Fixtures. 


AIRCRAFT HYDRAULIC DI- 
VISION—Constant Speed Hy- 
draulic Drives, “Rota-Roll" Pumps. 


FUEL UNIT DIVISION — 
Pumps used by the nation’s lead- 
ing oil burner manufacturers. 


INDUSTRIAL HYDRAULIC 
DIVISION—Hydraulic Trans- 
missions, Pumps, Control Valves, 
Fluid Motors. 


PNEUMATIC DIVISION — 
Air Sanders for Automotive, 
Woodworking, Metal-Working 
and Plastics Industries. 


FOUNDRY DIVISION—-Groy 
iron castings for Sundstrand and 
other manufacturers. 


MAGNETIC PRODUCTS 
DIVISION—Tool Room and Pro- 
duction Chucks, Magnetic Fix- 
tures, Lifting Magnets, Chip and 
Coolant Separators. 


Sundstrand engineers have 
worked with leaders in Amer 
ican industry, in many fields, for 
close to half a century. Benefit 
by Sundstrand’s reliable research, 
expert engineering, precision 
production. Write for story: 


“Engineered Production” 
Service* 


SUNDSTRAND 
MACHINE TOOL CO. 


ROCKFORD, ILLINOIS 


American Broach & Machine Company 
Ann Arbor, Michigan 
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PUERTO RICO CLINGS TO U.S. 


Free Trade, No Federal Taxes, Help in Times of Need 








The people of Puerto Rico can have their 
independence from the U.S. any time they 
want—but they don’t want it. Why? 

The explanation lies in what is happening 
on an island the Communists call an “‘op- 
pressed American colony.” An industrial revo- 
lution is under way. Living standards are 
rising. Net national income, which stood at 





billion mark. 


World Report. 


225 million dollars in 1940, is now near the 


The Puerto Rico story is told here by Luis 
Munoz Marin, the American-educated Gover- 
nor of this self-governing island. He was 
interviewed in San Juan by Clark H. Gallo- 
way, Inter-American Editor for U.S. News & 












vere 
SAN JUAN, P. R. 


Q Governor Munoz Marin, does the 
average Puerto Rican feel that he is a 
| U.S. citizen, or does he feel that he is a 
; sort of stepchild? 
A I think the idea of being a citizen 
of the United States is a very familiar 
pf idea for them; it lives with them, as they 
lve with their family. It’s an entirely 
natural idea. 
Q Is Puerto Rico better off as a part 
p of the United States than it would have 
been as an independent country? 
: A Well, it’s hard just to go back 50 
» years and then try to imagine it all over 
again. But certainly Puerto Rico is bet- 
ter off than most other countries of simi- 
lar culture and racial origin—that is, 
Latin-American. 







I think the only Latin-American coun- 
tries with a higher general index than 
Puerto Rico are Argentina, Chile and 
Uruguay; all the rest are lower. I mean 
in income per capita, death rate and so 
forth—the normal measures of civiliza- 
tion. One of our jobs is to create good 
understanding between Latin America 
and the United States. We are the 
cultural frontier of the Americas. 

Q Communist propagandists in Latin 
America say that Puerto Ricans have to 
pay heavy taxes into the U. S. Treasury. 
Is that true? 

A Obviously, it’s not true. 

Q You don’t feel that the Puerto 
Ricans are being oppressed by the Fed- 
eral Government, as the Communists 
say? 

A Within the federal system, the Fed- 
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PUERTO RICO—‘THE CULTURAL FRONTIER OF THE AMERICAS,’ SAYS GOVERNOR MUNOZ MARIN 


eral Government exercises the same 
authority in Puerto Rico as in any State 
of the union, not more or less, generally 
—with this tremendously important ex- 
ception: Federal taxes are not col- 
lected in Puerto Rico for the benefit 
of the Federal Treasury, which is a 
very large exception, favorable to Puerto 
Rico. 

Q Is there much sentiment here for 
statehood? 

A I don't think so. The statehood 
parties went to the polls in November, 
1952. They were the Republican Party 
and the Socialist Party, and one got 84,- 
000 votes and the other got 22,000 votes. 
The Socialist Party, as a matter of fact, 
disappeared because they got less than 
5 per cent of the votes. 

(Continued on page 48) 
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banks throughout 
the state enable 
Indiana National 
to offer the fastest 
collection of your 
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across the nation 
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National service 
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Q And the Popular Democratic Party, 
your party, got how many votes? 

A About 430,000. We got 65 per cent 
of the votes, the highest vote we ever 
have had since the party was founded. 

Q How much sentiment is there for 
independence? 

A The Independentista Party (which 
shouldn’t be confused with the minuscule 
Nationalist Partv—they don’t go to the 
polls—they are only about 500), the Inde- 
pendentista Party got about 19 per cent 
of the votes in the last election. I don’t 
know that the whole 19 per cent would 
represent the independence feeling, be- 
cause many of them were just against the 
Government for a variety of reasons. 
They are just mad at the mayor of the 
town or a man on the municipal council or 
because they don’t like the income tax. 
And as long as the Independentista is 
the most militant opposition, all those 
who want to do something against the 
Government will tend to vote for the 
most militant opposition party. So the in- 
dependence feeling is somewhat less 
than that 19 per cent. How much less, I 
have no way of judging. 

Q It is said that New York is the 
largest Puerto Rican city because so 
many Puerto Ricans migrate there. Is 
that true? 

A No, I don’t think it’s larger than 
San Juan, but it’s growing. San Juan is 
approaching half a million. I don’t think 
there are more than 350,000 Puerto 
Ricans in New York. Both are growing. 

Q How many Puerto Ricans move to 
the mainland? 

A Last fiscal year it was about 75,000. 
That’s net, more outgo than return. I 
mean about 300,000 went out and about 
225,000 returned. It is a great back-and- 
forth movement. 

Q Do they all go to New York? 

A No. Many do, but they are learning 
that there are better opportunities of jobs 
and housing conditions in other places; 
and our own Department of Labor, in 
so far as it can, tries to channel them to 
places where they will have the best op- 
portunities. 

Of course, they are free citizens and 
they can move without any impediment 
whatever within the territory of the U.S. 
But, in so far as we can help them, as 
we can teach them and induce them, we 
try to spread them out of New York be- 
cause conditions are difficult there. 

Q What is the population of Puerto 
Rico? 

A About 2% million. 

Q These people live in how large an 
area? 

A About 3,500 square miles. 

Q Does that make for a high popula- 
tion density? 

A About 650 per square mile and, as 
long as half the land is not arable, it 


es, 


makes the population about 1.300 per 
arable square mile, a very dense popuk. 
tion for an agricultural economy, (Qj 
course, you know we are converting the 
agricultural economy into an_ industrial 
one, but we still have a long way to go iy 
that direction. 

Q Are you solving the population 
problem? 

A Yes, I think so because of the jp. 
crease in production and the lowering of 
the birth rate—which is still high, by 
considerably lower than it was five year 
ago. This I attribute generally to the im. 
provement in the standards of living 
since families tend to be smaller as the 
standards of living and education go wp, 

Then the migration has given a breath. 
ing spell for production to catch wp, 
otherwise population would be running 
away from production. I set a goal du. 
ing the last campaign, a pledge that we 
would work for a minimum income of 
$1,500 a year per family by 1960, and 
not too long after 1960 it should reach 
$2,000 per family. Whenever we reach 
even the first goal, the migration j 
bound to slow down. If people can make 
a modest but decent living, they usually 
prefer to stay where they know their 
neighbors and the customs, and they are 
used to the climate, the language, ete. 

So, I don’t expect this high rate of ni- 
gration to go on forever, but it does give 
us a breathing spell to reach those goal, 

Q What are you doing to encourag 
industrialization? 

A We have tax exemption of new it- 
dustries for 10 years. We help new it- 
dustries in several other ways—with loais 
from the Government Development 
Bank and from the Industrial Develop 
ment Company, which is a Governmatt 
corporation, and we build factory build. 
ings for industries according to specifici- 
tions—what they need—and then we reit 
the buildings to the industries or sell to 
them under a partial-payment plan. 

Of course, it is not our idea to keep the 
tax exemption going forever. For a cout 
try having a desperate need to create 
new jobs like Puerto Rico, it is a gool 
temporary policy. But, in the long ru: 
good tax system is what will keep the i 
dustrial plants funcuoning and growing 
normally. 

Q Some people have the idea, Gov 
ernor, that your Government is socialistic 

A We don’t want to burden the pee 
ple of Puerto Rico with any doctrine 
They have too many burdens and we 
cannot truss up a doctrine on their show 
ders in addition to their other burdens- 
their great difficulties and their gre! 
lack of resources. So we neither have the 
burden of the doctrine of socialism 0 
of the doctrine of free enterprise. 
follow the doctrine of realism. 

(Continued on page 50) 
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Don’t let wear 
or corrosion 
Put the Squeeze 
On Your 
Production 


Use AMPCO’ 
METAL 


e+. special alloys that make 
good where other metals fail 


OUGH assignments are noth- 

ing new to Ampco Metal. It 
has exceptional resistance to abra- 
sion, erosion, and corrosion... high 
tensile and yield strengths... high 
impact and fatigue values... high 
strength-to-weight ratio... high 
physicals at extreme temperatures 
... excellent bearing qualities. 

Because Ampco Metal gives re- 
markable results in difficuit appli- 
cations, it is often called The Metal 
Without an Equal. 

Chances are versatile Ampco 
Metal can help your engineers 
solve the severe wear and corro- 
sion problems you face in both 
your product and plant. You can 
get Ampco in sand and centrifugal 
castings, sheet, plate, bars, extru- 
sions, pipe, fittings, fasteners, weld- 
ing electrodes — practically any 
form you need. Write for details 
and tell us about your problem. 
*Reg. U. S. Pat. Off. 
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Q Well, why did the Government 
build industrial plants? 

A Private enterprise would not build 
these factories. So the Government went 
and built them. When private enterprise 
awakened to the fact that they could be 
operated successfully, they offered to buy 
them. As long as we didn’t want to have 
our money tied up in them—if someone 
would operate them at a profit for the 
general benefit of the economy, we sold 
them to private enterprise, and the fac- 
tories continued to function and to pro- 
vide employment, and we got the money 
back to build other factories with it. 

But, by the time we got the money 
back, private enterprise was enough 
awakened so that we didn’t have to put 
it back in factories that we as a Govern- 
ment would operate. We put it back in 
factory buildings which we sell or rent 
to private enterprise for them to develop 
their own industries. This, of course, 
makes Government money go much 
further and recruits the energies of pri- 
vate initiative. 

That, I think, is the best example of 
the realistic attitude of the Puerto Rican 
Government. When we had to do it 
socialistically, we did it socialistically. 
As soon as it was clear that it could be 
done better nonsocialistically, we im- 
mediately did it nonsocialistically. It’s 
too hard a job to decide to do it in only 
one way. It must be done in all possible 
ways. One of America’s great conserva- 
tives, Senator Taft, understood this and 
gave full support to our _ industrial 
program. 

Q How successful is your campaign 
for industrialization? 

A We have about 260 new factories 
functioning under the tax-exemption and 
other industrial aids, such as loans and 
providing factory buildings. Most of 
them have been built in the last four or 
five vears, and the speed is picking up 
tremendously. This has been particularly 
so in the last two years. We inaugurated 
our one-hundredth factory in February, 
1951. And we probably will inaugurate 
our three hundredth within four or five 
months, if they open at the present rate 
of about eight a month. 

Q Are these large factories? 

A No. The largest one does not em- 
ploy more than 900 workers, although 
potentially the largest one could employ 
1,200 or 1,300. They are not large. The 
average is about 80 workers—the small 
shops. 

Q How much capital has been in- 
vested in these industries? 

A It is something like 67 million dol- 
lars. One third is Government [such as 
loans and factory buildings], one third is 
Puerto Rican private capital and one 
third is outside private capital, which is 
mainly U.S. The United States generates 


a 


about 20 billion dollars of new capital 
every year which is invested in industria) 
plant, and of that we only need a fey 
millions of investment to attain our goal; 
by 1960 or 1962. During each of the las 
two years, American industry alone ha 
invested approximately 20 billion do. 
lars in new plants and equipment, }; 
each of these two years, the total ney 
investment in Puerto Rican manufacty. 
ing has not been over 25 million dollars 
Of this, about 60 per cent has been 
Puerto Rican capital. 

Q How many jobs have these ney jp. 
dustries created? 

A About 23,000 direct jobs. and we 
figure that every direct job develops a 
indirect job in stores and commerce: ¢ 
a total of 45,000 or 50,000 jobs, and that 
mostly in the last four years or so, 

Q How do wages here compare with 
those on the mainland? 

A They are lower than on the maip. 
land, but they are going up all the time 
I’ve stated on several occasions that we 
don’t want to industrialize at the expens 
of sweatshop labor. Industratzation js 
for the benefit of the people, not the 
people for the benefit of industrializ:. 
tion. Of course, wages are lower here 
because also productivity is lower thay 
in the States. It’s lower because ou 
population hasn’t got a long industri 
training like population has in many 
places in the United States, where it- 
dustry has been a tradition for more than 
100 years, and it is also lower becausv 
much less machinery is employed 
Probably the greatest productivity is ii 
the highly mechanized industries, and 
Puerto Rican industry, as a whole, i 
much lower in its mechanization. Of 
course, there is some mechanization, but 
it’s lower than in the States. 

Q Are all the products of these it- 
dustries consumed here? 

A No. Many are, but many are sold ia 
the States, some in neighboring countrie. 
Cement is sold in Venezuela—and bottle. 
And that’s two of the factories the Go- 
ernment sold to private industry. Thi 
sell a lot of bottles and cement in Vene- 
zuela, and some in Colombia, but its 
mostly in the States or in Puerto Ric». 

Q The complaint has been raised thet 
you have induced manufacturers to clos 
plants in the U.S. and open plants here 
Is that true? 

A It’s a mistaken conclusion. It's 0 
policy not to grant tax exemption to a 
industry that is going to close a facto! 
anywhere within the United States " 
order to open it in Puerto Rico. 

We stimulate expansion of industri 
in Puerto Rico, not transfer of industri 
to Puerto Rico. The increasing dema! 
makes a firm that has factories anywher 
in the U.S. wish to open another, # 

(Continued on page 52) 
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How good a buy is a hargain? — 


Valves are no exception in “‘bargains’’ offered every day. Maybe 
you could afford to buy such valves—if you didn’t look beyond 


the price tag... didn’t care about quality... didn’t figure their 
real cost. 


But you’re aware of current maintenance labor rates. You know 
the labor part of piping installations has grown bigger and bigger 
... that valve repairs aren’t the small jobs they used to be. So 
you want greater assurance of dependability—not fictitious sav- 
ings in price. 


Buying with an eye to real value marks today’s thrifty buyer. 
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The Men Who Move 
The Goods 


John B. Sanford 
The Sherwin-Williams Co. 
Cleveland, Ohio 


With plants throughout the country, and 
nearly 500 factory branches, the 85-year- 


old Sherwin-Williams Company is the | 
world’s largest manufacturer of paints | 
and varnishes. Supplying 15,000 dealers | 


in the United States alone, Sherwin- 


Williams “Covers the Earth” through | 


efficient distribution. leading this vast 
distribution operation is experienced 
traffic executive John Sanford. 


A firm believer in the relationship of reli- 
able transportation to the actual devel- 


opment of sales, Mr. Sanford uses the | 
Wabash Railroad as one of his com- | 


pany’s principal carriers. 
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“Service,” says Mr. Sanford, “has 


always been an outstanding factor | 


on the Wabash. The road’s pro- 
gressiveness goes far beyond its de- 
velopment of convenient routings 
and use of modern operating 
equipment ...it is reflected in the 
iway Wabash people place such a 


high value on the human element.” 
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Wabash people never allow themselves 
to forget that conscientious service comes 
first in transportation. In performing this 
service, they are helped by a strategic 
midwestern location that permits the 
Wabash to connect with sixty-four other 
major railroads. Ask your Wabash repre- 
sentative for the facts! 


P. A. SPIEGELBERG, 
Freight Traffic Manager, St. Louis 1, Mo. 
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we do our best to persuade them that 
this is a good place to open it; but, if he 
is just going to close one in the States to 
open it here, then we do not encourage 
that and we do not grant tax exemption. 

We wish industries that are either 
completely new industries to start in 
Puerto Rico or industries that want to 
expand in Puerto Rico because there is 
a market, but not closing productive 
facilities that they may have anywhere 
in the States. 

I don’t know if I told you about the 
Brooklyn factory, the Brooklyn firm that 
manufactures safety-razor blades. They 
were asking for tax exemption, and then 
we found that it would involve the closing 
of a factory in Brooklyn in order to open it 
in Puerto Rico and, on that basis and fol- 
lowing our policy, we denied that firm the 
tax exemption that they were asking for. 

Q What is the value of your annual 
exports to the U. S.? 

A About 302 million dollars. 

Q And how much do you buy from 
the mainland? 

A During the last fiscal year, we 
bought 452 million dollars’ worth. For its 
size and population, the Commonwealth 
of Puerto Rico is consistently the United 
States’ best customer. More than a third 
of our purchases are food—rice, pork 
products, powdered milk, canned foods. 
We bought more than 20 million dollars’ 
worth of textiles. Other big items were 
automobiles, leather footwear, building 
materials, gasoline. There is, as you can 
see, a great unbalance of trade, but the 
payments aren’t nearly that much un- 
balanced, because there are other things 
besides the traffic in commercial goods. 

Q You mean the tourist industry? 

A Tourists, the veterans’ payments, as 
many Puerto Ricans fought in World War 
II and the war in Korea, and they are 
entitled to veterans’ payments, the same 
as any other veterans of the U.S. Army, 
and the total of veterans’ payments some- 
times gets as high as 50 million dollars a 
year. Then, the expenditures on the 
United States naval and air military in- 
stallations come pretty high, too, and the 
civil expenditures of the U.S. in Puerto 
Rico, such as federal offices, the Post 
Office, the Coast Guard, including the 
lighthouse service, and so forth. That 
adds up to 180 million dollars a year, 
which brings the balance of payments 
more in line. ; 

Q How much has the Federal Govern- 
ment spent here since Puerto Rico came 
under the United States flag? 

A My figures show that the total of 
all federal expenditures in Puerto Rico, 
1900 through 1952, was a little over 
1.8 billion dollars. Regular agencies of 
the Federal Government spent about 
95 million dollars; that was for such 
things as postal service. Emergency and 


—, 


war agencies spent 1.1 billion dollar. 
that includes disbursements of defense 
and relief agencies. It includes the pa 
of military personnel stationed here. 
Then, we have received about 640 yj. 
lion dollars in grants, subsidies and pay. 
ments under co-operative arrangements. 
the largest items are Department of 
Agriculture payments to sugar growers, 
and payments to Puerto Rican veterans 
by the Veterans’ Administration. 

Most of these expenditures weren' 
made with the special idea of benefiting 
Puerto Rico, but as a part of the func. 
tioning of the Federal Government here 
as it functions in any State of the union, 
in its different services. 

Q What is your taxation system? 

A We pay no taxes into the Feder 
Treasury. The main sources of income 
to the Commonwealth Government are 
income taxes, Puerto Rican income taxes 
applied in Puerto Rico by law of the 
legislature of Puerto Rico; excise taxe 
on many things—rum, cigarettes, lj 
kinds of jewelry, and all that—that pm. 
duce about as much as the income tay, 

Q Are those excise taxes in lieu of 
federal excise taxes? 

A No. 

Q Does a bottle of rum pay both the 
Commonwealth excise tax and the federal 
excise tax? 

A No. If it is sent to the States, it 
pays the federal tax for the benefit of the 
Commonwealth Treasury. 

Q How much do you receive in excise 
taxes on products that go to the main- 
land? 

A It’s about 15 million dollars a year. 

Q Has it ever been much higher than 
that? 

A Oh, during the war it went as high 
as 60 million dollars, most of it from run. 
But that was because whisky was not 
being manufactured in the States during 
World War II for a while. Another year 
it went as high as 35 million dollars, but 
normally, as soon as the war finished, it 
came down to 10, 12, 15 millions, al 
though rum has a higher tax now than 
it had during the war. 

Q Governor Munoz Marin, to whal 
extent are Communists a threat in Puerto 
Rico? 

A There are very few Communists it 
Puerto Rico. During the elections for the 
Constitutional Convention, which too 
place in August, 1951, one Communi 
candidate ran, intending to be elected 
as a delegate. He did not run as a Con 
munist, he ran as a labor candidate, bu! 
everybody who knew anything about 
such things knew that he was the Sect: 
tary of the Communist Party. And he 
obtained 235 votes out of half a million 
votes. That gives you a pretty good idea 
of the complete lack of strength of Com: 
munism in Puerto Rico. 
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SWEET MUSIC FROM CHLORINE 


Remember the scratchy phonograph records you danced to—not so many years 
ago? Ever wonder how today’s fine recordings were so vastly improved? Would you 
guess that chlorine is involved? 

Modern plastics are the answer—together, of course, with electronics. Phono- 
gtaph records were once made of shellac, which required a filler to increase its 
strength. The coarse particles of this filler made it impossible to capture all the 
tiny vibrations essential to reproducing the subtleties of a fine musical performance. 

Today’s wonderful long-playing records are usually made of polyvinyl chloride or 
other vinyl plastics—materials so fine in texture that every musical vibration can 
be recorded faithfully. Exceedingly fine styli may be used, with finer, closer 
grooves and slower turntable speeds. Thus, with various electronic aids, you may 
enjoy an hour-long program, perfectly reproduced on a single record. 

Polyvinyl chloride, which helps bring you better records and a host of other 
wonderful products, is made with the aid of chlorine—just as are thousands of 
other modern materials. And the leading merchant producer of chlorine is Columbia- 
Southern—a pioneer in America’s manufacture of alkalies and related chemicals. 


CHLORINE AND 
POLYVINYL CHLORIDE 


Chlorine is a versatile tool of chemical 
synthesis, because of its reactivity that 
can be readily controlled. The manufac- 
ture of polyvinyl chloride, for example, 
begins with the chlorination of ethylene. 
Two atoms of chlorine attach themselves 
to each molecule of ethylene to make 
dichloromethane. Hydrogen and chlorine 
have a strong affinity, too—so half of the 
chlorine atoms can be induced to break 
away as hydrogen chloride. What’s left is 
vinyl chloride, and when the molecules 
of vinyl chloride join with each other in 
heavy complex molecules (polymerize) 
the resulting product is polyvinyl chloride. 


COLUMBIA-SOUTHERN 
CHEMICAL CORPORATION 


SUBSIDIARY OF PITTSBURGH PLATE GLASS COMPANY 
ONE GATEWAY CENTER, PITTSBURGH 22, PENNSYLVANIA 


CHLORINE, ALKALIES AND RELATED PRODUCTS + OFFICES IN PRINCIPAL CITIES 
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2 
To make more things 
available for more 
people we must con- 
tinuously install new 


and better tools. could not live. 











ing the natural 
state of things 
about him, man 


Only when and as 
production managers 
install more or bet- 
ter tools can living 
improve for all. 


Man cannot 
change the 
supply of 
natural 
resources. 




















No 40-Hour Week In China 


If a 40-hour work week were legis- 
lated in China, a great many Chinese 
would starve. A Chinese worker cannot 
produce enough to supply life’s necessi- 
ties in so few hours. Before World War 
II, China used nearly 75% human en- 
ergy and only 25% mechanical energy 
to produce its goods. The United States 
used only 2.1% human energy and 
97.9% mechanical.* The ratios cannot 
have changed too greatly in recent 
years. 

The mass of people in China have a 
standard of living far below the level 
of that in the U. S. 100 years ago. 

Our ability to produce and consume 
over one-third of world’s goods and 
services while having only about one- 
sixteenth of the world’s land, resources 
and population is mute testimony to 
the advantages of our economic sys- 
tem. Under it a man has freedom to 
think, do and own. He can count on re- 
ward for initiative, originality and ef- 
fort. He can dream of, and expect to 
get, more while working less hours. 
These freedoms have enabled us to 


“é ” * 
create and use more “tools” than any 


other nation. This in turn has created 
time for new freedoms of leisure, travel, 
enjoyment and education. 

No other system has done this. 

J 

How can “tools” so free man? The 
accompanying illustrations show intri- 
cate shapes cut in metal with a DoALL 
Band Machine. The cutting tool used is 
an endless, narrow saw band which cuts 
continuously. Millions of such parts are 
cut easily and rapidly by thousands 
of band machines in use in the U. S. 
No other stationary power tool can 
begin to do the wide variety of jobs 
that a band machine can do. This is 
typical of development of tools in the 
U. S. to take the place of human energy. 

DoALL also produces precision sur- 
face grinders and gage blocks and ac- 
cessories. Through a network of 38 
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DoALL BAND MACHINE sawing aircraft 
forgings, using special fixtures. Inset shows 
another typical job. 


DoALL stores it also sells a complete 
line of cutting tools, tool steel, gages 
and other specialties. Headquarters is 
The DoALL Company, Des Plaincs, Il. 


*Source: National Industrial Conference 
Board: “America’s Resources for World 
Leadership,” 1947. 


DéALL 
FREE ON REQUEST for your bulletin 
boards: 17” x 22” wall chart “Why Living 
Improves in America.” 








LIFE AROUND THE WORLD® 


FROM TURKEY 





OUT OF THE MUD 
—VIA U.S. ROADS 


ANKARA~It hasn’t been many month 
since it took 12 hours by automobile ty 
travel the 160 miles from here to th 
big farming area of Konya—and eye) 
then you could make the trip only jg 
good weather. 

Today you can get from here to there 
in three hours—any day of the yeu, 
That might not sound like much of a fez 
to Americans, but here in Turkey it 
something close to a miracle. 

Near-miracles of this sort are happer- 
ing all over this country as a result of; 
highway program sponsored by the 
United States. The project to give Turkey 
a set of roadways has cost American 
taxpayers 32 million dollars in five yeas 
—a drop in the bucket of total foreim 
aid—but it has produced a revolution in 
Turkey’s defense system and the whok 
economy. 

Five years ago there was no such 
thing as a national road system. There 
were a few hundred miles of roadways 
around the bigger cities. But, in the res 
of Turkey, towns and villages were con: 
nected by cowpaths. Not even a jeep 
could get over most of them. The cour: 
try’s rural economy was virtually par- 
lyzed by the lack of transport. So was 
the defense system. The Army was il 
but immobilized. 

When the U. S. came in to help build 
up Turkey’s defenses against neighbor 
ing Russia in 1948, the lack of roaés 
turned out to be the most urgent military 
problem in the country. 

“As things were in 1948,” says one 
American, “we could have built a big 
tough mechanized Army in Turkey- 
with no place to go.” 

Road building got a top priority. 
Fifty experts were brought in from the 
U.S. They helped the Turks set up thei 
own counterpart of the U.S. Bureau 0! 
Public Roads. They established schools 
and on-job training programs to teach 
crews how to operate bulldozers and 
road-building machinery. They helped 
map a highway system and got to work 

Now Turkey has 15,000 miles of two 
lane, all-weather highways. By the 
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of next year, when the U.S. aid program 
is SU osed to close, there will be an- 
ther 2,000 to 3,000 miles. These aren't 
supethighways by American standards— 
most of them are surfaced with gravel 
or oiled earth—but they serve the ee 
pose here. They've changed the whole 
country. 

While most of the new roads were 
iuilt with an eye on defense, it is the 
Turkish farmers and businessmen who 
we getting the immediate rewards of 
faster, easier travel. New farms are be- 
ing opened up in areas that couldn't be 
ached by roadway a couple of years 
io. Now, only a few hours separate 
harvested crops from their city markets. 
Qn any of the highways you see dozens 
{ trucks loaded to overflowing with 
vheat, cotton, lambs—headed to market 
or port. 

There has been a spectacular increase 
in the number of motor vehicles. A big 
amp in freight tonnage and passenger 
afc started almost as soon as the first 
of the new roads was opened up. The 
volume of cereal grains that moved to 
Twkish ports for export last year was 
geater than the total volume of all 
freight five years ago. Freight rates have 
been cut in half. 

The increase in farm production and 
motor traffic is giving a new boost to 
Turkey's foreign trade. Until three years 
go, the Turks had to import cereals to 
telp feed the population. Now Turkey 
sa major wheat exporter, and last year 
picked up 90 million dollars in foreign 
curencies with cereal exports. Cotton 
poduction and exports are making 
imilar gains, and Turks expect the 
boom to spread to other agricultural, 
as well as industrial, items. 

From a military standpoint, the road 
uetwork has revolutionized Turkey’s de- 
tense system. 

The United States is equipping the 
Amy for modern, mechanized war—and 
the roads make it possible. The armed 
lees are getting wheels: jeeps, trucks, 
tunks, armored cars and all the other 
equipment needed for a mobile fighting 
lorce. 

In broad terms, every road that has 
ven developed is a military road since 
they all add to the mobility of the new 
Amy, But there are several that are 
wnsidered primarily military routes. In 
ome cases they connect major ports, 
where supplies arrive, with forward 
Amy bases. Others link Army areas or 
hin the new jet airfields with their sup- 
tly points. 

Significantly, the two-lane, all-weath- 
highways end 100 miles or so short of 
the Russian border. A mechanized So- 
vet Amy, invading Turkey, would find 
the going slow and rugged at the outset. 
By holding highway construction away 
from the border, the Turks have created 


o— buffer zone inside their own 
nuer, 
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Another step in TEMCO’s growth: 


Expanded Facilities 


for 


Aircraft Subeontract Work 


At Garland, Texas, 27 miles 
from TEMCO’s main plant and 
headquarters at Dallas...and 
40 miles from the company’s 
overhaul and modification cen- 
ter at Greenville, Texas...is 
TEMCO’s wholly-owned sub- 
contract facility — TEMCO- 
Garland. 


Here an 18-month plant expan- 
sion program has recently been 
completed. The new additions 
and improvements increase 
plant area 80 percent...en- 
abling TEMCO-Garland to meet 
increasing demands for aircraft 
subcontract work of high qual- 
ity, on schedule...at lowest 
possible cost. 



























Typical examples of current vital aircraft defense work by 
TEMCO: Major components for the Consolidated B-36, Martin 
P5M Marlin and the McDonnell F3H Demon. 
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Plants at: 


Engine-driven 
Gear Pump 


fuel system requirement, 
there’s a 


THOMPSON PUMP 


to do the job 


Air-turbine Afterburner Pump Electric Booster Pump. 
® For the requirements of afterburning, high-altitude 
flight, engine supply, fuel transfer, heater supply, and 
negative-gravity conditions, choose Thompson Pumps 
...air-driven, electrically-powered, or engine-driven... 
vane, gear, centrifugal, or piston designs. There’s a 


Thompson Pump to handle any job. 


On America’s commercial, military, and private aircraft, 
the dependability and sturdiness of Thompson Pumps 
contribute greatly to more service hours between 
overhauls. The design of Thompson Pumps assures an 
extra factor of safety so vital to safe flight. 


Whether you require design and engineering service to 
develop a new pump, or whether you can use a stock- 
model pump, your best source is Thompson... leader 
in aircraft fuel pumps, their design and production. 


ACCESSORIES DIVISION 


Qhompson Products, Inc. 


DEPARTMENT Al-12. © CLEVELAND 17, OHIO 
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FROM THE CAPITALS OF THE WORLD 


MOSCOW. ..-HELSINKI....MADRID....CAIRO...- 








>> To show you how eager the world is to relax..... 

In Moscow, the Soviet Government announced that from now on citizens of the 
Soviet Union would be free to marry foreigners. The announcement was buried in 
the "Journal of the Supreme Soviet." No major newSpapers in Moscow carried it. 
Few Russians know of the new decree or are likely to be excited about it. 

In the West, however, the Soviet announcement has been widely published. 

It is interpreted as another sign that Premier Malenkov wants to make peace 
with the West. He is said to be easing up on the Russians. He appears to be 
welcoming foreigners to Russia. It is quite a change, if true. 





>> But when you look closely at this Malenkov concession..... 

The catch is that a Soviet bride married to an American, say, can't get 
out of Russia without an exit permit. The new decree merely wipes out Stalin's 
1947 ban on marriage with foreigners. Exit permits still have to be obtained. 
These permits are difficult to come by. Few Americans ever get them. 

Of about 350 Americans living in Soviet territory with Russian wives, only 
a handful have much chance of getting to the U.S. with their wives. When six 
American diplomats and correspondents were permitted to bring their Russian 
wives out last summer, it was only after years of waiting for exit permits. 

Remainder of the 350 are still waiting. 

Malenkov's new decree, though, appears to millions outside Russia as a 
peaceful, generous gesture. It costs him nothing, yet yields rich dividends. 
Whenever Malenkov chooses, the old decree can be revived. Meanwhile, the new 
decree permitting marriage with foreigners seems to say Russia is relaxing. 




















>> The Allies, weary of tension, have relaxed so much they are beginning to 
fall apart. While this mood of relaxation is on..... 

A talk with the Russians tends to have wide appeal. 

A European Army seems less necessary, not worth all the trouble. 

Cutbacks in defense have their appeal, in the U.S. as in Europe. 

A truce in Indochina, even if the Communists gain by it, has a welcome 
sound in Paris. The French are sick of the Indochina war. 

Talk at Bermuda didn't necessarily solve any of these problems. 

The Allies, relaxed, find it harder to agree among themselves on a course 
of action than to agree with Soviet Russia on a course of inaction. 




















>> To make the going still rougher for the Big Three..... 
In Washington, President Eisenhower's policies are challenged by members 
of his own party. In London, opposition to the Churchill leadership on colonial 
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and domestic policies has grown, hasn't faded away. In Paris, there is even 
less certainty than usual as to who will govern France next month. 


>> Elsewhere, there are these signs of a world trying to relax: 

Iran and Britain are calling off their "cold war," taking steps to resume 
diplomatic relations. Negotiations over Iran's oil then can follow. 

Israel and Russia are once more speaking to each other officially. 

Italy and Yugoslavia, while not agreed on Trieste, have at least agreed to | 
put their guns away and talk things over more or less calmly. 

This doesn't mean that problems like those in Iran and Trieste are about 
to be solved. It merely means that the parties in dispute, failing to get what 
they want by tension, now see more to be gained by a period of calm. 











>> In Helsinki, the Finns have just completed a new experiment in resisting 
Soviet pressure. The Finns, not the Russians, have come out on top. 

The experiment began when the Finns removed a pro-Soviet Premier and put 
in his place an independent with a relatively conservative Cabinet. 

Moscow papers, echoed by Finnish Communists, viewed this with alarm. 

Privately, Finnish officials wondered whether this meant Russia would be 
tougher than usual in pending trade talks. But _ the Finns stood their ground. 

As a result: The new Soviet-Finnish trade agreement is closer to Finland's 
terms than to Russia's. The Finns want to trim trade with Russia, in order to 
be less dependent on Moscow. The new agreement is smaller in volume and value 
than last year's. One Soviet demand, for 100,000 tons of paper, was kept nearer 
the current 40,000 tons. Another, for 30,000 tons of silk cellulose, was trimmed 
to 16,000 tons. Imports from Russia were kept in line with Finnish needs. 

Finnish resistance appears to have paid off. 




















>> As a measure of the change in U.S.-Spanish relations..... 
Sept. 26, 1953: U.S. and Spain signed an economic-aid agreement, under 
which the U.S. will give aid to Spain in return for rights to Spanish bases. 
November 30: Spain's Parliament unanimously approved aid-for-bases deal. 
November 30: First authorizations, covering 2 million dollars' worth of 
copper, tin plate, aluminum, strip iron, got U.S. approval. A total of 85 
million dollars in aid is promised this fiscal year, with more to follow. 
U.S., having finally decided to treat Spain as an ally, is breaking speed 
records in authorizing aid of the sort Madrid long has clamored for. . 
In Madrid, Spanish officials frankly blame the Truman Administration for 
past U.S.-Spanish coolness, praise Eisenhower for the new era. 














>> The first election in the history of the Sudan, that big chunk of Africa 
formerly run jointly by Britain and Egypt, has this significance: 

Pro-Egypt politicians will control Sudan's first Parliament. 

Britain is left without much voice in Sudanese affairs. 

Union of Egypt and Sudan is to be expected sooner or later. 

Egypt, this means, stands to pick up a million square miles of land--an 
area as big as the U.S. east of the Mississippi--plus 8 million inhabitants, 
plus control over the headwaters of the Nile. 

In addition: Prime Minister Naguib's prospects of staying in office in 
Egypt are improved. Egyptians like the idea of a bigger, more powerful Egypt. 
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1 EVERY TIME YOU TURNED THE KEY you’d have 
mechanics inspect your car thoroughly—before 
and after every trip. Then. every few months, 
you'd take your car to the garage, where it 
would get the equivalent of the complete over- 


haul you see described on this page. (Pictures 
taken at United Air Lines’ huge Maintenance 
Base at San Francisco.) 





2 YOU'D HAVE THE CAR STRIPPED to the frame. 
Parts would then move on a “production line” 
to specialists . . . engine to the Engine Over- 
haul shop for disassembly . . . instruments 
to the Radio-Electric department and so on. 





3 YOU'D HAVE THE PARTS carefully inspected, using 
scientific equipment including “magic eyes” which can 
detect metal “fatigue.” You’d have a part replaced if 
it showed even the slightest wear. After reassembly 
you'd have the car tested for hours, just as Mainliners 
are flight-tested. In addition to reconditioning, the 
average DC-6 Mainliner has over $20,000 worth of the 
latest improvements added so it is returned to service 
better than new. 


Both FIRST CLASS and AIR TOURIST 
service. Seats on all flights only 2 
abreast on each side of a wide aisle. 


If you took care of your car the way 
we do United Air Lines Mainliners’.. . 





United Air Lines serves 79 cities 




























4 ON UNITED AIR LINES you can be sure that every resource of modern 
engineering has contributed to the efficiency of your flight. It’s 
just one of the ways in which the word Mainliner means more travel 
value for you. For reservations call or write United Air Lines or 
an Authorized Travel Agent. 


Vancouver 8C 


San Diego 


Copr. 1953, United Air Lines 


Serving the New City 
Added to Our Poi 


Fun. THOUSAND new people ever 
days, a U. S. population of 200 
lion by 1975... . that startling pred 
tion presents a constant challenge; 
American ingenuity and production, 
Electric power industries face th 

fact that generating capacity—alreid 
double what it was in 1937—will ne 

« to be redoubled in the next 15 year 


Other basic industries face an equal 
challenging future. 


New manufacturing techniques ,, 
new methods of processing raw mi 
rials, of speeding construction and pdf 
ducing food must be found to keg 
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Machinery and Equipment to Help Peopl#r 





ce with steadily rising demands. 


llis-Chalmers is helping a// indus- 
ies meet this Challenge. Below are just 
few contributions which are aiding 
yoduction.. . 

The A-C Steam Turbine-Generator— 
th supercharged hydrogen cooling— 
one of the most efficient yet devised 
» boost output of electricity. 


The Individual Machine Drive system 
mits design of faster, more compact, 
ore productive machines — speeds 
pn-out Of goods in every industry. 


A-C Crushers help process rock prod- 
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ucts and metal ores for use in construc- 
tion and manufactured articles. Almost 
no limit to size and capacity! 


@ A-C Motor Scrapers, Crawler Tractors 
and other earth movers make possible 
mass-hauling and grading of ground 
for new highway and housing projects. 
@ The ALL-CROP Harvester handles 
over 100 different grain, bean and seed 
crops at low cost—helps thousands of 
farms increase production. 

* * * 
50,000 new people every 7 days is a 
problem. It’s also an opportunity—for 
industry and America. 


tie 


of 50,000 People 
tion Every Week! 





Allis-Chalmers WD 45 Tractor with Model 66 
All-Crop Harvester 


Texrope and All-Crop are 
Allis-Chalmers Trademarks 


MILWAUKEE 1, WISCONSIN 


Ftoduce More, Have More, L/VE BETTER / 
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= : the choice of those who could command 
| : the finest. It is the traditionally correct 
| ae cognac—unchanging in quality—match- 


less in flavour and aroma. 
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Praane MOF 475 Quant PROD! 
~~ 0 Oantes or teonnen, SN 


Imported by WA tan Sen 
W. A. TAYLOR & COMPANY Sete darancre or U5 
New York, N. Y. . ; 
Sole Distributors for the U.S.A. 








Special offer in French glassware — Four Courvoisier cognac snifter glasses, about 31% inches tall, with Napoleonic 





emblem in permanent gold design. Shipped to you from France. Send $1 cash or check payable to TV. Address Dept. €, 
PO Box 1205, Grand Central Station, New York 17, N. Y., and pay Postman 15¢ U.S, Postal Examination Charge on arrival. 




















We’ve Been Asked: 
ABOUT NEW GI INSURANCE | 








e@ Is GI insurance a “good buy”? 


@ Many veterans now leave service holding $10,000 


free insurance. 


e@ This insurance can be converted to five-year, re- 


newable term policies. 


@ But the terms are stricter now than on older GI 


policies. 


Can Gi's being released from service 

keep their Government insurance? 
Yes. The free $10,000 life coverage that 
they received when they entered serv- 
ice after June 27, 1950, can be con- 
verted to five-year term insurance at any 
time within 120 days after discharge. 
The five-year term policy does not pay 
any dividends. It builds up no cash value. 
It has no loan value. It is simply life in- 
surance, payable to beneficiaries after 
death of the insured. 


Can this term insurance be converted 
to some type of permanent insur- 
ance? 

No-not to any other kind of Govern- 

ment insurance. In this respect, the in- 

surance differs from policies issued dur- 

ing World War I and World War II. 


But can the five-year terms be re- 
newed? 

Yes. Veterans may renew their policies 

at successive five-year intervals. 


ls there any advantage in this type 
of insurance over the kind issued 
duisg the other wars? 

Well, it is cheaper. This is the lowest- 

cos ‘ance ever issued by the Gov- 

emmem. It provides a veteran with 

very low-cost insurance during his young- 

er years. 


How about later renewals? 


The premiums rise after each renewal 
period. For example, a 23-year-old vet- 
eran can be insured for $10,000 at a 
monthly rate of $2.40. At 28, the rate 
goes up to $2.90 a month. The Veterans’ 
Administration notes that, in the upper 
age brackets, premiums become almost 
prohibitive. At 60, for example, the premi- 
um on $10,000 amounts to $26 a month. 


Then there are some disadvantages 
in current GI insurance? 
€ main disadvantage is that the new- 
type insurance is less attractive to hold 
over a long period. Under the older types, 
policies pay dividends, and they can be 
converted to forms of permanent insur- 
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ance—ordinary life, 20-payment life, 30- 
payment life, and various endowment 
plans. These permanent types carried 
higher premiums at the policy’s start, 
but premiums remained constant. There 
is no conversion feature in the post- 
Korean insurance. 


Is there a chance that Congress may 
liberalize present GI term insur- 
ance? 

Congress has taken such action before. 

But there is nothing in the law that re- 

quires this insurance to be liberalized. 

It is not a sure bet. 


Do disabled veterans get more lenient 
treatment? 

Yes. A special type of Government life 
insurance is available to veterans dis- 
abled in active military service after 
June 27, 1950. If a veteran is totally dis- 
abled, premiums may be waived. Veter- 
ans with service-connected disabilities 
also may apply for one of several types of 
permanent insurance up to one year after 
their disabilities have been determined. 


Is this permanent insurance for re- 
cently disabled veterans as favor- 
able as the older types? 

In some ways, no. The permanent insur- 

ance offered to disabled veterans now 

does not earn dividends. Otherwise, ex- 
cept for a different premium basis, the 
provisions are generally the same. 


Can a veteran get a better deal from 

a private insurance policy? 
Premiums on private policies generally 
are higher. However, private policies offer 
such provisions as cash values, loan 
values, dividends. 


Why is Government insurance so 
much lower in cost? 
For one reason, all the money paid in 
premiums goes for insurance. The Vet- 
erans’ Administration pays all costs of 
administration. The Government also 
carries the risk of any claims that may 
arise from extra-hazardous duty, such as 
in accidental death, or death in battle. 
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==with GUY L. BROWN 


Chief of Brotherhood of Locomotive Engineers 


WILL THERE BE A RAIL STRIKE? 





EDITOR'S NOTE: Is the U.S. facing strikes on 
the nation’s railroads? What do rail workers want 
in the way of wage raises? Are they ready to strike 
to get their demands? How do the wage demands 
of railroad engineers differ from those of other 
skilled workers? 

For answers to these and other questions, U.S. 
News & World Report invited Guy L. Brown, 
grand chief of the Brotherhood of Locomotive 
Engineers, to its conference room for an interview. 
The questions and Mr. Brown's answers follow. 








Guy L. Brown, who was once a professional base- 
ball player, started his railroad career as a fireman 
on the Chicago & North Western Railway in 1909. 
By 1914 he was an engineer, and joined the Broth- 
erhood of Locomotive Engineers. 

Mr. Brown became chairman of his local union 
in 1939, the union’s general chairman on the North 
Western in 1945. In the national Brotherhood he 
has been assistant grand chief, and, in June of 
this year, became grand chief, with headquarters 
in Cleveland, Ohio. 








Q Do you look for a railroad strike this autumn, 
Mr. Brown? 

A I don’t ever look for a railroad strike. I never 
want to see another one. 

Q Do you think you can get a wage increase with- 
out a strike this time? 

A If the railroad managements are sincere in be- 
ing the patriotic Americans they ought to be, yes. 

Q But aren't their profits going down? 

A I don’t know how they could be. Railroads have 
been able to plow profits back into an immense re- 
capitalization program. Dividends are way up, and 
headlines on front pages of this country’s newspapers 
tell how they have led all quotations in stock-market 
reports. 

Q Aren't carloadings off? 

A Yes, at the moment. But I’d better say this: The 
transportation industry is going through an evolution, 
in my opinion, that will be almost as drastic as the 
change from the horse-and-buggy days to the mech- 
anized age, or from the stagecoach days to the steam 
locomotive. It isn’t all in railroad industry. It is in 
various other lines. 

Right at the moment the profits from day to day 
may dip on some railroads and, of course, some of this 
now may be for effect. But the huge profits made in 
World War II and thereafter never have been shared 
justly with rail labor. These vast money outlays for 
new equipment partially represent unpaid skill differ- 
entials, and so forth, to our men. We must be concern- 
ed with such a program without any further delay. 

I was talking to the vice president of operations of 
one of the large railroads just the other day, and he 
said he was having an awful time scraping up the 
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money to meet the pay roll. But I believe I could go 
out there and point out a number of ways that he 
could effect economies that would result in additional 
money in the till. But, then, that goes back to the old 
saying that I could always run my railroad to suit me 
so much better—I don’t know whether it would suit 
anybody else. 

Q Under the Railway Labor Act, after you go 
through the emergency-board procedure, and so forth, 
and get a report from the board, after a total of 60 
days you are free to strike, aren’t you? 

A That’s right. Of course, in the present case we are 
not yet into any of those steps. I hope we can settle up 
before exhausting all such procedure. 

Q Isn’t your union, Mr. Brown, along with the 
other operating unions, in the process of asking for a 
wage increase right now? 

A That is correct, yes. However, we have not joined 
with the other unions. We are operating completely 
separate and apart from them primarily because we 
have not been satisfied with the results that have been 
obtained over the last several years in just getting a 
flat increase for everyone. 

We feel that the locomotive engineer is a man who 
has had considerably more experience. Certainly he 
has had to have more training, and because of that he 
should be much more skillful than the man who just 
started to work a few weeks, or perhaps a few months, 
before. In other words, he is a trained craftsman, 
whereas the other groups, either in engine or train 
service, are required to produce less in terms of skill 
and responsibility. They are more or less the appren- 
tice groups, with the exception of the conductor, of 
course, who has had long years of experience. 
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Why Engineers Want 30 Per Cent Raise . . . How Labor 


Looks at Profits . . . Keeping Unions Out of Politics 


Q Has there been a differential between the locomo- 
tive engineers’ increases in pay and the others? 

A Up to about 20 years ago, yes. The wage settle- 
ments were usually made on a percentage basis, with 
the result that, back at the turn of the century and 
up through 1917, 1918 and 1919, there was in some 
instances a wage differential between the engineer 
and the fireman and the trainmen of in the neigh- 
borhood of 60 per cent. However, that has been nar- 
rowed down now because of flat increases to about 
11.5 per cent. 

Q You mean the locomotive engineer gets 11.5 per 
cent more than the next in line? 

A Yes, than the fireman or the trainman. With the 
trainman the differential is usually a little bit larger. 

Q What is the average wage now for locomotive en- 
gineers? 

A The average by ICC [Interstate Commerce Com- 
mission] figures gets $17.92 for eight hours’ work, 
about $2.20 an hour. 

Q Or about $90 a week, for a 40-hour week? 

A Well, as you probably know, we work by the mile 
as well as by time. We figure more on time with the 
men working yard service, which is on the hourly-paid 
basis. 

Q Isn't that lower than the average for men of com- 
parable skills in other industries? 

A That is exactly the thing we’re kicking about. We 
have not kept up with other skilled labor. In fact, we 
don’t feel that we’ve kept up with even the unskilled 
labor. They have had increases in a great deal larger 
percentages. 

Q They have had the flat cents-per-hour increase 
just as you’ve had, with the result that on top of their 
lower pay that was a larger percentage? 

A That is right. 


How Pay Rates Are Set 

Q What is the length of run for a passenger engi- 
ner? He goes more than 100 miles a day, doesn’t he? 

A That depends upon the territory. 

Q And they get 2 days’ pay if they go 200 miles? 

A That’s right. 

Q Well, 100 miles is certainly not 8 hours’ work, is 
it? 
A Under ordinary circumstances in road service, 
itis not. 

Q You have a much different setup than they have 
inindustry, haven’t you? 

A We have a very much different setup. Our rules 
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all provide for 100 miles or less, 8 hours or less. And 
that is one of the things that railroad managements 
complain about very bitterly at times—that the “or 
less” results in men being compensated for even a few 
minutes’ work. You cannot expect a man on call 24 
hours a day, seven days a week, to report for work 
without a guarantee of a day’s pay. 

Nonrail industries recognize this principle by vari- 
ous sorts of guarantees so that a man is protected 
from being called and then dismissed after working 
and getting paid for only a few minutes of employ- 
ment. 

Q Isn’t that what they call “featherbedding’’? 

A Yes, and I might point out to you that all of these 
so-called “featherbedding” rules have been brought 
about because of abuses on the part of the carriers, on 
the part of the managements. There isn’t a penalty 
rule in any one of the contracts that has been put 
there primarily with the idea of just benefiting some- 
body. It has been brought about and put in the con- 
tracts because of abuses of some member of manage- 
ment who thought he could save money, or something 
of that kind, and as a result brought about a condi- 
tion that became at least obnoxious enough that the 
men insisted on receiving some additional compensa- 
tion therefor. 


MORE CARS PER MAN— 


Q What is the concept that you have in mind when 
you ask for wage increases? Do you approach it from 
the standpoint of: Here is a cost-of-living change that 
has occurred? 

A Increased cost of living has been taken care of in 
the present contract with a so-called “escalator 
clause.” But above everything else is the increased 
productivity of the men. When I started to work as a 
locomotive fireman, the largest train handled would 
be 60 cars in the territory that I worked. 

Q Freight? 

A Yes. Very few passenger trains operated with 
more than 10 cars. In fact, very few operated with 10 
cars—around 6 to 8. And in that they had at least 
five men on every crew, and on certain assignments 
they also had an additional trainman. But today you 
will find five men handling as high as 18 and up to 22 
cars in passenger trains, and the same five men in 
freight service handling as high as 225 cars. We feel 
that the men have not received any reasonable addi- 
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. - » ‘Speed has increased 10-15 miles per hour in 30 years’ 


tional compensation for the increased productivity 
and increased requirements in skill and fitness. 

Q Has this increase in cars handled been a steady 
trend from year to year? 

A Yes, and in addition to'that there has been a very 
large increase in the capacity of the cars. Years ago a 
40-ton boxcar was about the maximum. Today they’re 
handling as much as 120 tons, and in some instances 
going considerably higher than that. 

Q The speed is up, too, isn’t it? 

A Yes. Probably the Interstate Commerce Commis- 
sion reports will show there has been an average in- 
crease in speed of about 10 miles an hour to 15 miles 
an hour over the past 30 years. 

Q Does this require any increased skill—to haul 
a 16-car train rather than a 10? 

A Yes, it does. I can go out with one of your 18-car 
passenger trains and take it from a speed of 80 miles 
an hour down to make a stop so that they can service 
the locomotive and stop it within a distance of 4 or 5 
feet, give or take one way or the other, and you will be 
sitting back in the observation car or the diner and all 
you'll know is that I’m coming to a stop. There won’t 
be any surge or knockdown. Or I can start that train 
under ordinary conditions and take it away so that 
you will hardly know that the train is starting to 
move. You can’t get a boy out of college or high school 
who can do that kind of work. 

I can take a 150-car freight train and bring it down 
and stop it at a penstock so that they can put water in 
the locomotive tank, and I can do it day after day and 
not tear the train to pieces or injure anybody on the 
caboose because of the slack action running in or 
running out. 

Q Getting back to the question of productivity, 
don’t the railroads look upon that as an economy from 
their standpoint? 

A That is correct. 

Q And don’t they argue that dieselization and 
things of that sort—introduced as a result of heavy 
capital investment in Diesel engines—has produced 
this productivity rather than the individual skill? 

A Yes. That is part of their argument, and to a cer- 
tain extent that argument is sound. But, after all, the 
employes contributed a share of that capital invest- 
ment itself, plus the increases in training and skill re- 
quired of them. 


HOW MUCH OF A RAISE— 


Q What increases are you asking now? 

A We are asking for a 30 per cent increase. 

Q How much would that amount to per hour? 

A Well, figuring on the basis of $2 an hour, that 
would amount to a little better than 60 cents. 
Q Isn’t that quite an increase? 
A That’s quite an increase if you think of it as 


comparable to the so-called eighth-round, flat raise 
now called for in all industry. But when you realize 
this also must partially restore skilled pay to its 
rightful status and that it is not retroactive some 20 
or more years, as morally it should be, I think it is a 
very minor increase. 

Also when you consider the railroads have increased 
their capacity for getting results from the employes 
and the fact that the railroads through Government 
seizure were allowed to fall behind other industries 
on a sound basis, it’s rather a minor increase. 

Q Are the other Brotherhoods asking for increases 
at this time? 

A Yes. The Trainmen and the Firemen are asking 
for 3714 cents per hour increase, with a guarantee 
of a certain minimum of $18 a day for firemen work- 
ing as firemen and $20 a day as engineers. 

Q What about Conductors? 

A Conductors are not asking for an increase in 
pay. They are working still on part of the 1950 dis- 
pute, which was more or less set aside at that time— 

Q Working rules— 

A Yes. That has to do with what they call the 
“graduated rate of pay.” In other words, they’re ask- 
ing that they be compensated on the basis of tonnage 
handled or the weight of the locomotive pulling the 
train rather than so many cents or dollars per mile. 

Q Do you have an agreement between the Brother- 
hoods as to the time when you present these requests 
each year? 

A No. Under ordinary circumstances everybody 
is free to do as they see fit. However, we were bound 
by the moratorium provisions of an agreement that 
we reached on May 23, 1952, and at that time, the 
Conductors, Firemen and Engineers were involved 
in that together. The Trainmen had previously settled. 
However, they had previously agreed on a moratorium 
on any requests for changes on rules or wages that 
expired on October 1. 


RISK OF STRIKES— 


Q As a practical matter, how can you do this with- 
out agreement? Because if one Brotherhood, say, the 
Engineers, gets its problems settled and the other 
Brotherhood doesn’t get its problem settled and calls 
a strike, aren’t they both out of work? If all of these 
problems aren’t settled at one time, isn’t there a risk 
of having strikes because of one part of the crew be- 
ing unadjusted? 

A Well, there is always the possibility that that 
can happen. 

Q It has happened in recent years, hasn't it? 

A Yes. The Firemen went out on strike some years 
ago on the Michigan Central and, I believe, the Penn- 
sylvania lines, which disrupted service. It did not 
necessarily tie up the service completely, however. 
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Q What is your custom if one union is on strike? 
Do the others work? 

A It depends a great deal on the reasons for the 
strike. Ordinarily our people respect the other people’s 
picket line if they put up a picket line. I say “ordi- 
narily.” 

Q Wouldn't it be more practical if all the Brother- 
hoods presented their demands at the same time 
so they could make these adjustments at the same 
time? 

A In some respects it would, perhaps, be more 
practical. On the other hand, we don’t feel—and I’m 
speaking of the Brotherhood of Locomotive Engi- 
neers—that we have received justice in the last several 
wage movements because of that very thing. 

Our people have not been given the consideration 
they were entitled to primarily because the lower- 
paid groups were being given a higher percentage 
increase in wages than we were. The railroads said: 
“Well, we can’t pay you fellows any more. We grant 
that you may be entitled to more, but if we pay you 
any more, we will have to increase theirs and they 
are just not worth it to us.” That is not my opinion. 
That is what we have been told. 

Q Isn’t that what happens? When they settle with 
one group, the other groups see it and come in and 
ask for the same? 

A That has happened a good many times and, 
perhaps, too many times. 


Blame on White House? 

Q Do you feel the White House was responsible 
for lumping all the unions together in those settle- 
ments? Do you blame the White House for that? 

A I don’t blame the White House at all. I am quite 
certain that the White House interference was respon- 
sible for the Brotherhood of Locomotive Engineers’ 
being brought into the picture after 1950, because 
they had no desire to be included in the entire group 
at that time. 

Q You were trying to negotiate separately? 

A That’s right. 

Q Do you prefer to keep the White House out in 
the future? 

A Yes. I think there should be men at the heads 
of these organizations and at the heads of these rail- 
toads who can sit down and work out their differences. 
If they are not the type of people who can do that, 
then they have no business being where they are. 

Q How would you characterize the Brotherhoods 
today? They used to be called conservative unions. 
Are they radical today or conservative? 

A As far as the Brotherhood of Locomotive En- 
gineers is concerned, if I can make clear the distinc- 
tion I would like to make, we want to be a progres- 
sive and still a conservative organization. We want 
to be in a position always where we put the good of 
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..- ‘lam worried at the number of inexperienced negotiators’ 


the citizens and the country as a whole ahead of our 
own personal and private interests. 

Q To what do you attribute the fact we have had 
railroad strikes in recent years and we didn’t used to 
have them? 

A I am not sure that is a statement of fact. We 
have had far fewer strikes than any other segment of 
organized labor. I am worried, however, at the grow- 
ing number of inexperienced negotiators. 

Q Which side of the table do you mean there? 

A I’m referring primarily to the lack of practical 
operating experience of the negotiators on the railroad 
side more than the employes’ side, and I’m thinking, 
perhaps, of the 1946 strike, which was the last real, 
honest-to-goodness railroad strike, when the Engineers 
and the Trainmen went out. And certainly there 
isn’t anybody who could charge Al Whitney and Al 
Johnston with being inexperienced. I think to a 
certain extent it’s just plain stubbornness on some- 
body’s part. 

Q Do you think the mediation machinery needs 
remodeling, or is that adequate? 

A I think the Mediation Board as it is set up now 
can, and it does, do a good job. 

Q At that time wasn’t the Board by-passed? 

A No, they were in the picture, but they were not as 
active as at least some people thought they should be. 

Q Do you think there’s a feeling prevailing in 
railway-labor circles that if you don’t get what you 
want through the existing machinery, you can go to 
the White House and get better terms, which was 
the situation a few years back? 

A I don’t feel that way about it at all. 

Q Do you mean that you don’t think it exists or 
that you don’t want to do that? 

A I don’t think it exists, and certainly I don’t want 
to do that. I think the President of the United States 
has troubles enough without my trying to dump any of 
mine into his lap. 


ICC A HANDICAP?2— 


Q To what extent do you feel that the method of 
regulating rates of the railroads through Interstate 
Commerce Commission represents a handicap, for 
instance, in the case of getting prompt increases for 
your workers? 

A I wouldn’t want to say that it did particularly 
present a handicap. It does this: In the past few years 
the railroads have undertaken to look ahead and esti- 
mate what their costs are going to be, and in some in- 
stances at least have been granted increases to pay 
certain things which they never did have to pay. 

If you go back and check the records, you’ll find 
there have been a number of times that the railroads 
applied for increases because of certain conditions. 


(Continued on next page) 
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... ‘We carefully weigh railroads’ ability to pay’ 


Then it was months before a settlement was made. 
In some instances I don’t think they even faced costs 
that they contemplated they would have to pay when 
they made the application for the increased rates. 

Q Do you call that ‘“featherbedding’’? 

A Yes, I think that would be a very good illustra- 
tion of “‘featherbedding” on their part. 

Q Do you think there is too much Government reg- 
ulation of the railroads, or not enough? 

A In some respects I think there’s too much and in 
others I think there’s not enough. When it comes to 
the question of safety inspections, and things of that 
kind, there isn’t enough. On the other hand, when it 
comes to telling the railroads what trains they must 
operate or what they can’t do, and things of that kind, 
I’m inclined to think there’s too much regulation. 

Q What attitude do you think is right with respect 
to railroads in competitive situations? Do you think 
the rate-making machinery is a handicap in meeting 
the competition of trucks in certain hauls? 

A I wouldn’t say that the railroads were overregu- 
lated in those instances, but I would say that, per- 
haps, the trucking industry and some of the other 
industries were underregulated. 

Q But competitively a railroad cannot set up what- 
ever rates it wants to meet a competitive situation, 
can it? 

A No, they have to go through certain procedures 
and get authority of the proper commissions before 
they can make a change in their rates in order to com- 
pete. 

Q Do you think that’s a good thing? 

A No. I don’t think it is, under the present setup. 
I think it probably would be a good thing if it were 
made to apply equally to all. In other words, the 
trucking industry or the bus companies or the air- 
lines companies should not be permitted to change 
their tariffs or their fares or their rates without going 
through the same procedure—or similar ones—that 
the railroads have to. 

Q Aren’t their rates subject to the ICC on inter- 
state business? 

A I think they’re subject to the ICC. However, I 
don’t believe the ICC rules are as strict with some of 
those industries as they are with the railroads. For ex- 
ample, the ICC does not enforce as rigorous safety 
rules in the hauling of explosives by truck as by rail. 


‘ABILITY TO PAY‘’— 


Q Isn't there a delay between the time when a rail- 
road has accepted requests for increases for pay, and 
so on, and the time when the railroad is able to get a 
ruling from the ICC for a higher rate that enables it 
to get more revenue? 

A Railroad management very cleverly would have 
you believe that they need a rate increase every time 


we get a pay increase. This simply is not so. We care- 
fully weigh their ability to pay along with many other 
factors before we demand a wage rise. If the carriers 
persist for propaganda and profit purposes in pushing 
just wage increases onto shippers and passengers, we 
may have to begin appearing at these ICC hearings in 
opposition to their rate-increase requests. I will add, 
however, that such requests must be acted upon more 
quickly one way or another by ICC panels. There 
should be some method of changing those rates quick- 
ly, if it can be reasonably shown that it is justified. 

Q So that often a railroad is in the position of pay- 
ing you the increase in wages long before—for many 
months before they get the right to charge more? 

A That has never happened to my knowledge. As I 
pointed out a little while ago, there have been in- 
stances where applications have been made for over- 
all increased rates on anticipated additional costs and 
the costs didn’t materialize, at least to the extent that 
everybody thought they were going to, or it was repre- 
sented that they probably would. 

Q Have you ever had any instances in which the 
escalator clause has worked downward so that your 
wages had to be cut? 

A Oh, yes. 

Q What attitude do the men take toward that? 

A They are just very unhappy. 

Q Does it result in offsetting a demand for increase 
in another direction? 

A No, it hasn’t resulted in that primarily because 
everybody has understood that the moratorium that 
was in effect prohibited any change. But I might say 
that there’s a lot of—oh, I won’t say dissatisfaction 
—but there’s a lot of misunderstanding of the work- 
ings of the escalator clause. 

Q Are you proposing to eliminate it? 

A We have not requested it be eliminated. It’s 
something we are perfectly willing to negotiate on. 

Q Do the railroads want to eliminate it? 

A Not so far as I know. They have not made any 
counterproposals of any kind to our organization that 
I have heard of as yet. 


WHO SPEAKS FOR LABOR— 


Q The other day you made a speech in San 
Antonio on the subject of who speaks for labor, 
and I think you made the point that some other labor 
leaders didn’t speak for your organization necessarily. 
Just what was the issue there? 

A The issue primarily was this: I had been pretty 
well fed up with certain leaders, both in the railroad 
industry—I don’t care to name them—and outside 
the railroad industry, going out and saying that 
they were speaking for labor as a whole. The point 
I wanted to make clear to the American people was 
that as far as the Locomotive Engineers are con- 
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cerned we have what we think is a very substantial, 
responsible organization, and there isn’t anyone 
authorized to speak for this group but the representa- 
tive of that organization. And I don’t mean by that 
that any one of the officers of our organization can 
dictate to a member. We work for our membership 
instead of their working for us. We try to reflect 
what they want us to do or say. 

Q What have these labor leaders been saying that 
you object to? 

A Well, there were some people outside the railroad 
industry who have seen fit to criticize the President, 
but I didn’t think he had it coming. 

Q You.-are referring to the resignation of Secretary 
of Labor Durkin? 

A Yes. 

Q What was your view on that? 

A The view that I expressed down there was that, 
before criticizing the President or Mr. Durkin, either 
one, they had better wait and develop the facts as to 
just what did happen rather than going off and saying 
that Durkin wrote this or that or that the President 
didn’t keep his word. I want it clearly understood 
that, as far as making an endorsement is concerned, 
I didn’t intend those remarks down there to be an 
endorsement of any Administration, neither did I 
intend them to be particular criticism of the Adminis- 


tration. They certainly were not to be construed as _ 


an attack upon Mr. Durkin, and I understand he 
knows that. 

But with the conditions that existed throughout 
this nation, and the change that is being brought 
about, I don’t believe that any responsible persons 
ought to get up and criticize the Administration or 
any part of the Administration until they are abso- 
lutely certain that it is going down the wrong road. 

Q In other words, you don’t think that what is 
happening today proves that the Administration is 
necessarily hostile to labor or necessarily prejudiced 
in its favor, one way or the other? 

A We have considerable evidence which I may 
be able to elaborate upon at some future date that 
the present Administration is making every effort to 
be an Administration for all the people of the 
United States, and as far as our group is concerned, 
we're not looking for any special favors and don’t 
intend to offer any. 


UNIONS IN POLITICS?— 


Q Do you think labor organizations should endorse 
presidential candidates in campaigns? 

A I don’t think I have any right to dictate to anyone 
or attempt to dictate to anyone. I couldn’t tell you 
or President Eisenhower or anyone else that I can 
deliver a single vote outside of my own, and I don’t 
ever expect to. 
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Q Do you believe in the recent organization of 
groups known as ‘“political-action committees” as 
adjuncts to a labor organization? 

A I think that is one way to disseminate informa- 
tion. We don’t go at it that way, but I think certain 
restricting legislation was a mistake on the part of 
Congress—at least the way such laws are being in- 
terpreted as applied to labor groups. It may have 
been necessary because, I will admit, there were labor 
groups that were taking advantage of our democratic 
ballot and, perhaps, had to be regulated to a certain 
exient. 

Q Against contributions to political funds? 

A Yes. 

Q That members who might be of the opposite 
political party are compelled, in effect, to have their 
dues used for purposes that they might not themselves 
approve—is that what you mean? 

A I don’t think that entered into it at all, as far as 
our organization is concerned, for the simple reason 
that we have tried to use good judgment in how we 
use what we call our legislative funds. We have never 
been a group that went out and spent money indis- 
criminately in support of or failing to support some- 
one. We may put out a flier on something, trying to 
get the information as we see it to our membership, 
but I don’t know of an instance where we’ve attempted 
to tell anyone how they should vote, knowingly. 


Getting the Facts for Union Members 

Q You send out the voting records of the candidates, 
don’t you? 

A We do furnish the voting records. We feel that 
our membership is entitled to know how their rep- 
resentatives vote and how they stand on questions 
that affect railroad labor in particular and labor in 
general. 

Q Then the issues that you list are usually just 
strictly labor issues affecting your union and not 
general political and general social problems? 

A Our people are usually reasonably well educated, 
and we just want to get the facts before them. That is 
primarily the object in anything that we do—get the 
information to our membership. Let them make up 
their own minds. They’re the ones who should decide 
these things. I’ll never be in a position, I don’t believe, 
where I’m not willing to be governed by the will of 
the majority of the people I am trying to represent. 

The only thing I want to be sure of is that they 
have all of the information. And I’ll put the facts that 
are unfavorable to my position in front of them just 
as quick as I’ll put the facts sustaining my position. 

Q Some of our information on the recent Wisconsin 
election indicated that the Railroad Brotherhoods 
were active in that campaign. Is that true? 

A It’s very possible they were. 
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Q Was that a local matter strictly? 

A It was as far as our organization is concerned. If 
our people were active in it, I knew nothing about it 
at all. 

Q Then you have no restrictions on local groups 
taking part in such things if they want to? 

A No. In most of the States we have legislative 
boards, and they are free to work along their own 
lines and follow their own conscience, with the ex- 
ception that we do insist that they stay inside of the 
general laws of the organization and, of course, insist 
that they comply with the federal and State laws. 

Q What size vote do you represent across the 
country in the families and membership of your union? 

A We have in our organization slightly under 80,000 
members, and I think that would probably mean 
there are involved possibly 240,000 people of voting 
age, or a little more. 

Q That is just your Brotherhood? 

A Yes. 

Q What is the estimate of all the Brotherhoods? 

A About 2 million, and that includes the nonopera- 
tors. I am talking about the railroad industry as a 
whole. 

Q Does that include the votes that might be af- 
fected? 

A No, that’s just the membership. I would say 
there are, perhaps, 7 or 8 million votes that the rail- 
road industry might influence. 

Q Are they pretty evenly spread throughout the 
country, or are they concentrated? 

A They are concentrated more in the East and 
Middle West—lIllinois, Indiana, Ohio, Pennsylvania 
and New York. We have more members in those 
States than we do in any others. 

Q On the Taft-Hartley Act, the provisions that 
prohibit contributions from labor organizations—that 
doesn’t apply to you? 

A We have recognized it even though that question, 
as I understand it, has never been decided by the 
courts and we are not going to test it. 


HOW TO GET AGREEMENT— 


Q When the Railway Mediation Act was passed, as 
I recall it, the Railroad Brotherhoods and the Railroad 
Executives sat down together and worked out the 
legislation and submitted it to Congress, which took 
it with a very overwhelming vote because it repre- 
sented an agreement of both sides. That is an out- 
standing example of that kind of collaboration, but 
do you think that would be feasible today with respect 
to Taft-Hartley? 

A It should be. Let me answer it this way. From our 
experience, I think the representatives of labor and 
management—and I don’t care whether it’s the rail- 
road industry or what it may be—can be big enough 


to sit down around the table and discuss and in some 
manner reach an understanding on practically any 
problem that might confront them, and once they 
reach an agreement, there isn’t any reason why they 
cannot join hands and go in and say to those who are 
totally unfamiliar with the problems involved, “This 
is what we think will help solve the problems for 
not only us but the country as a whole.” 

Q You don’t think the differences are irreconcilable? 

A No, I definitely do not. There isn’t any difference 
between wage earners and employers that is irrecon- 
cilable. I am speaking, you understand, from our 
experience on a point of principle. I will not presume 
to speak concerning the specific issues involved in 
the Taft-Hartley dispute. If those issues are related 
to the railroad industry, then, of course, I would 
comment specifically. 


Ballots, Not Political Pressure 

Q Isn’t the situation analogous, however, to the one 
the Railroad Brotherhoods faced at one time with 
respect to the Railway Mediation Act, in that as 
long as there’s an expectation that governmental 
power can be used for one side or the other, the two 
parties will not agree? And in this case, as long as 
there’s the belief that there is some political advan- 
tage in not agreeing, the parties can’t come to an 
agreement? 

A That is just the answer to the whole problem. 
That’s why I think general political activity should 
and eventually will be left to political parties, not to 
labor organizations. That was the fundamental point 
of my San Antonio remarks. 

You must realize that the BLE has been all through 
this. I have to smile sometimes when these vociferous, 
younger groups call themselves forward-looking and 
progressive, condemning us as backward and so on. 
Why, we were in party and political activities up to 
our necks before they had learned how to tipple 
milk from a bottle. Grand Chief Stone, for example, 
personally held extended dealings with President 
Wilson. But, today, I think any labor organization 
is misguided in such outmoded pursuits. Organized 
labor has established itself. 

So long as the national community will guarantee 
its basic strength in the rights to collective bargain- 
ing, labor should not seek outside privileges through 
the ballot box. The ballot should provide equal status 
to labor and management, and that is all. The col- 
lective-bargaining process should take care of the 
rest. And I will predict that, just as in other affairs, 
the history of other labor groups in 25 years will be 
written very similarly to ours. 

The parallel in growing maturity really is remark- 
able if one turns from the current scene to truly study 
the record. People forget today that presidential 
elections were criticized in the old days as hinging 
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upon a railroad-labor issue. They forget the famous 
shopmen’s strike and its consequences. 

Just as long as human greed exists, or the possi- 
bility of one person gaining advantage over another 
fellow in the political arena, you are going to have a 
lot of trouble in reaching an agreement. 

Q So, if we could keep politics out of those ques- 
tions, and if the parties at interest knew that that was 
not going to be the balance wheel in their favor, one 
way or the other, they would reach an agreement? 

A I think they would. I again say that I hope, as 
far as the Brotherhood of Locomotive Engineers is 
concerned, that the Government will never find it 
necessary to intervene in any of our disputes any 
more than to offer the services of agencies that can 
assist in mediation, or something of that kind. We’re 
not always right, you know. But by the same token 
I don’t think that we’re always wrong. 


‘UNION SHOP’ FOR RAILS— 


Q What is the status today of the “closed shop” 
so far as law is concerned? Does it legalize the ‘“‘closed 
shop” on the operating end? 

A It legalizes the “union shop,” not the “closed 
shop,” for the operating as well as the nonoperating 
groups, and I might say that if a man doesn’t want to 
belong to our organization, we don’t want him. 

Q You haven't asked for the “union shop’? 

A Not only did we not ask for it, the BLE was the 
only labor organization I know of which opposed it 
as a matter of policy. We support it now only on in- 
dividual roads where other unions have put it into 
effect. Engineers just simply resent being told they 
must join anything. We still think that labor in the 
long run has a good-enough product that you won’t 
have to force men to join. We must go along on a 
“union shop” in some instances where it is necessary 
because of the possible encroachment upon our mem- 
bership by some other organization. 

Q Are there engineers who are not members? 

A Oh, yes. We have men who don’t believe in 
unions, some for religious beliefs, some who are nat- 
urally no good on anything like that. And once in a 
while we find one we don’t even want. 

Q Do they operate? 

A Sure. 

Q You don’t ask the employer to dismiss them? 

A Not unless we have the “union shop” agreement. 
We have, where there is a “union shop” agreement. 

Q How many “union shop” agreements do you 
have? 

A I think we have about 20. 

Q Railroads? 

A Yes. 

Q Out of how many is that? 

A The neighborhood of 225. 
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Q You are not trying to get the others to agree? 

A No, not unless some other organization does first. 

Q In mentioning raiding on your union, do you 
mean that one of your other Brotherhoods is trying 
to take some of your members away? 

A That does happen. 

Q Doesn’t the AFL come in on the nonoperating 
end? They could go in and organize your people, too, 
couldn’t they? 

A Well, they have never tried to invade the trans- 
portation groups. 

Q Which other union feels that it covers your 
territory? The Trainmen? 

A There have been some instances on one or two 
little lines where they had a common seniority roster 
of men who were motormen and later on came under 
the classification of engineers. Usually they are on 
some of the smaller electric lines or industrial-switch- 
ing facilities, or something of that kind. The Firemen’s 
organization is the principal competitor that we have 
had for membership at any time. 

Q Have you had any trouble with Communist 
agitators in the Railroad Brotherhoods? 

A Not any serious trouble. We have had now and 
then someone—as far as I know there aren’t any at 
the moment. Back prior to 1947 I remember Al 
Johnston making a very strong talk to the 1947 con- 
vention about a certain circumstance, although that 
existed in Canada at the time. But that is one thing 
that we will not tolerate. 

Q Do you think they’ve made efforts to infil- 
trate? 

A I think they’ve made some efforts, but that goes 
back to my statement that sometimes we even find 
people we don’t want. We will not have them in there 
if we know it. 

Q You would expel a known Communist? 

A We certainly would. 


TRUCK-AIR RIVALS— 


Q Regarding the evolution of the various forms 
of transportation, are the railroads losing out to the 
more recent trends to air lines and the trucking in- 
dustry? 

A I don’t know whether they’re losing. I think 
there’s some division of opinion on this, but for just 
my own thoughts on the matter, I believe there’s a 
difference of opinion on the managerial side of the 
table of the railroad industry. 

I believe that there are certain railroad manage- 
ments that are deliberately trying to give away certain 
types of their business because they don’t realize the 
profits off of it that they do in other types of the 
business. 

In other words, I think there are certain railroads 
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that are deliberately trying to eliminate all their 
passenger business. They are giving it to the busses 
or the air lines so that they will not have to operate 
a passenger service which might be operating at a loss. 
They want to handle just the high-revenue freight 
business. They don’t care to handle the less-than-car- 
load-lot, short-haul stuff. They want to be able to tie 
on to a carload of freight, say, in Chicago and take it 
to Los Angeles without opening the car again. 

Q You don’t have any forms of subsidy for the 
railroads, do you? 

A No. 

Q The other forms of transportation have Govern- 
ment subsidies, don’t they? 

A That is the thing that I think is most unfair. 
Railroads pay the high taxes that they do pay—there 
are certain parts of the country where if it weren’t 
for the taxes that the railroads pay, they wouldn’t 
have schools and many of the things that they do 
have—and yet they will take the money that the 
people pay in taxes in that same territory and use 
it to build facilities for the trucking industry and the 
air lines. 

Of course, when you go back, you find that years 
ago the United States Government did subsidize the 
railroads to assist them in building certain lines, and 
all that, but those days have gone forever. It’s been 
a long, long time since the railroads got a dime out of 
anybody unless they fought to get it. 

Q Won't the uther forms of transportation be able 
to go without subsidies some day, too? 

A They’ll never do it willingly. 


PROBLEMS IN THE MAIL— 


Q Carrying the mail is not a subsidy, is it? 

A I think that this plan that has been inaugurated 
just recently between some of the Eastern cities and 
Chicago, transporting 3-cent mail by air, on its present 
stand-by basis, cannot be considered anything else 
but a definite subsidy for the air lines. I think that is 
one of the most unjust things I have ever seen. They 
insist that the railroads keep their mail-handling 
equipment available and ready for service, but use it 
when they can’t use anything else. 

The railroads have to pay the expense of taking that 
equipment from one point to another, sometimes com- 
pletely nonrevenue, in order to have it available, and 
then they turn around and use the air lines on a 
tonnage basis for the mail that they handle. The Post 
Office decision, in- my opinion, undercuts the whole 
principle of equality in competition. 

Q The Post Office contends that annually there’s 
an increase in the amount of mail carried, but that 
the railroads will get as much mail as they did before, 
and that amounts that go to the air lines are going to 
offset what the railroads would have normally gotten 


in the way of an increase. That’s the way they explain 
it— 

A As I see it, what they’re doing is just guarantee- 
ing-a load for the air lines for every trip they make, 
but they won’t guarantee that same load for the rail- 
roads to pay them for the equipment they have stand- 
ing by. 

Q Would you tell us about your recent meeting with 
the Postmaster General? 

A Well, I met with the Postmaster General just 
for the purpose of discussing this very thing. After he 
had explained his plan and the reason therefor to the 
presidents of some of the railroads he had been dis- 
cussing the matter with from time to time, I under- 
stood him to say he practically had railroad manage- 
ment’s approval of just what he was proposing. He did 
go on to say that the Post Office Department was 
expecting to make use of some of the facilities that 
the railroads have that they have not been heretofore 
using and which they thought would expedite the 
handling of the mail. 


‘Experiment Without Investigation’ 

I’ll say for Mr. Summerfield that he did a very 
good job in at least making an effort to reduce the 
deficit in the Post Office Department. I still think 
they went into this experiment without a thorough 
investigation. 

But that goes back to what I was talking about 
down in San Antonio—they’ve gone into this without 
giving it the study and without giving employes a 
chance to register their views. I did want to express 
my opinion and did try to express my opinion to 
him. I told him I felt it could result in further elimina- 
tion of train service, eventually eliminating entire 
segments of railroads, which could have a disastrous 
effect if some real emergency came along. That is 
one thing. 

I mentioned that I didn’t like the idea of giving to 
the man that was paying a lesser rate service that was 
given to the man who was paying for better service. 
And, last but not least, I told Mr. Summerfield I 
wanted to protect rights of locomotive engineers who 
might be pulled off as a result of expansion of the 
program later on. We’re not interested in impeding 
progress, but each step forward should be investigated 
and agreed upon by parties concerned. We feel we can 
make a contribution here and that we were left out in 
the cold. Now, I wonder about the intention of man- 
agement after talking with the Postmaster General. 

Q Is train service being narrowed? 

A Yes. When I started to work for the Chicago & 
North Western Railroad some 44 years ago, they had 
approximately 12,000 miles of track. Today they have 
something under 10,000. 

Q Is that true of other railroads? 

A Yes, generally speaking. 
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WO OLD FRIENDS, colleagues in great 
Tisecise, are spokesmen for the West- 
em world in what may be another period 
of personal diplomacy—of efforts to settle 
fateful questions through cozy conversa- 
tions between the top men of govern- 
ments. The two spokesmen are: 
>President Dwight D. Eisenhower, 
hesitant at risking big decisions to such a 
process, reluctant to meet the Russians 
until they show evidence of good faith, 
but unwilling to reject outright any 
method of peace seeking; and 
>Sir Winston S. Churchill, Prime Min- 
ister of Great Britain, insistently urging 
the personal approach, eager to crown a 
long, memorable career with some spec- 
tacular advance toward peace and an 
easing of British trade problems. 

Working closely together—much more 
closely than many realized—these men 
helped win a war and formed a lasting, 
though often ruffled, friendship. There 


ON THE VERGE OF VICTORY: EISENHOWER AND CHURCHILL CONSULTED IN 1944 


' Old Friends, New Issues 


were great arguments, deep irritations. 
Much the same situation exists today. 
Great Britain and the U.S. are far apart 
on numerous issues. 

Now, after a troubled reunion in Ber- 
muda, the old friends are setting a 
course that the world is watching. Much 
obviously depends on their unusual per- 
sonal relationship, about which little ac- 
tually is generally known. This relation- 
ship is the product, not only of the war, 
but of Eisenhower’s change in status 
from Commanding General to President. 

Tensions. As things stand, there is 
a genuinely cordial feeling that runs well 
below the surface. But there also is ten- 
sion, nervousness. Each retains a deep 
mutual respect for the other. Neither 
wishes to be too hard-boiled. But the 
President well knows how persistent Sir 
Winston can be, and how persuasively 
eloquent. Ike is said:to be “gun-shy” of 
that eloquence. 


‘Ike’ and ‘Winnie’= 
Cordial but Tense 


President and Prime Minister, allies and 
adversaries, argued their way to victory 
in a great war. Now, still arguing, friends 
on a new basis, they search uneasily for 
the path to peace. 


CHURCHILL 


During the war, with firm backing 
from Washington, General Eisenhower 
could give the British Prime Minister 
an unyielding “No,” and repeat it as often 
as the Briton reopened supposedly closed 
arguments. But now, President Eisen- 
hower is on his own and deeply aware 
that he must not be stampeded into de- 
cisions that will be closely examined by 
highly critical elements in Congress. 

In the months since Mr. Eisenhower 
took office, Sir Winston has tried re- 
peatedly to establish direct contact for the 
discussion of world affairs. But Eisenhow- 
er, cautioned by Secretary John Foster 
Dulles and the State Department, de- 
murred. As an Army man he prefers that 
things be done through tidy channels, 
and at least once he thought it necessary 
to tell Sir Winston so. 

Some think, in fact, that much of the 
last year has been a period of jockeying 

(Continued on page 74) 
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To American Industrial 


and Business Executives— 


will you please do YOURSELF 
and Florida a favor? 


Too often, we find, many executives still think of Florida as a tourist state and 
are not really aware of its many unusual industrial and business advantages. 


Actually, Florida has so many special benefits to offer industry and business 
that anyone interested in Southern and Latin-American markets should take 
steps now to become acquainted with them. 


Even if that new Southern location is only a dream or a remote possibility, 
your engineers, your consultants and your executives should have Florida 
industrial and business facts available for study from the very outset of the idea, 
especially the information about the comfortable State tax situation* and the 
friendly Florida political climate. 


That’s why we’d like you to ask for information now . . . not to wait until 
plans are partially made. You'll have the fullest cooperation from Florida. 
Official Florida State sources will gladly supply you with complete and dependable 
general facts about Florida’s industrial and business opportunities . . . or, if you 
want to give specific requirements in confidence, detailed confidential reports 


tailored to your needs will be provided. 


Won’t you, therefore, please do both yourself and Florida a favor and write 
us now for information? We will give you exactly what you want... we'll follow 
up with what you want. We await your inquiry with cordial interest. 


Write to State of Florida Industrial Development Division, 3302E Caldwell 
Building, Tallahassee, Florida. 


*No State income tax, no inheritance tax, 
no State ad valorem tax, no bonded indebtedness, 
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Churchill toned down 
his criticism of Ike... 


between the White House and No, 1) 
Downing St. Mr. Eisenhower, deterrej 
by congressional and public opinion, dij 
not want the Bermuda meeting, |, 
Churchill, pushed on by British pressures 
demanded it. And Eisenhower could no 
refuse. 

But the rebuffs from Washington haye 
not sat well with the aging Prime Minis. 
ter, especially since they came from , 
man whom he considers his protégé. To. 
ward Ike, Sir Winston has had the feel. 
ing of an uncle for a favorite nephev, 
The Prime Minister considers that the 
General came to England in 1942 an yp. 
known, and thereafter underwent 
thorough Churchillian tutoring in both 
military strategy and European politics 

Books and authors. Mr. Churchill 
thought the General an apt pupil, but 
still found him insensitive to political 
considerations. On the other hand, the 
General thought the Prime Minister 
somewhat naive, overinsistent in mili- 
tary matters. At the end of the war each 
had things to criticize. Ike wrote a book. 
Sir Winston wrote six of them. 

In the sixth volume of his history of 
World War II, the Prime Minister 
planned to give the General a dress. 
ing down for disregarding his advice 
and letting the Russians take Berlin. He 
also planned to upbraid former Presi- 
dent Truman for pulling Americans 
back from Czechoslovakia. First drafts 
of “Triumph and Tragedy,” just pub- 
lished, gave somewhat forceful expres- 
sion to these views. 

Then it became apparent that, witha 
U.S. presidential election in the offing, 
these statements might be regarded as 
interference in American politics. Mr. 
Churchill, then expecting the opposing 
candidates would be Mr. Truman and 
Mr. Eisenhower, held back. After the 
election Sir Winston, realizing that he 
now must deal with Ike, toned down 
the offending statements, lest Ike become 
unduly ruffled by events of the past. 

Mr. Churchill's book apparently 
figured quite as prominently in his 
meetings with President-elect  Eisen- 
hower last January in New York as did 
world events. Sir Winston wanted Ike to 
read, approve and initial the much-modi- 
fied draft of Volume VI, testifying to the 
fairness and objectivity of the account. 
Ike wanted no such arrangement. Sit 
Winston insisted. In the end Gen. Walter 
Bedell Smith, General Eisenhower's wat- 
time chief of staff, read the volume and 
asked for only two or three minor 
changes. 

In sum, the New York discussions 
nearly a year ago were notable princr 
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... Talks during war 
were kept informal 


pally for a changed relationship. Mr. 
Churchill, repetitious, was inclined to be 
pedantic, to lecture the “nephew” on 
numerous matters. Mr. Eisenhower, 
flushed by the size of his election tri- 
umph and about to become President, 
apparently made it clear that the rela- 
tionship must be on a new plane. 

War team. In a decade, events, of 
course, had altered their relative posi- 
tions radically. They first met, in the 
White House, in June, 1942. Mr. Church- 
ill was “immediately impressed.” Eisen- 
hower, who had just met President 
Roosevelt for the first time, says: “it was 
gatifying to note that they were think- 
ing of attack and victory, not of defense 
and defeat.” 

In England, there were innumerable 
meetings, a minimum of two weekly: 
lunch on Tuesdays, and dinner—with 
often an overnight stay at Chequers—on 
Friday. Mr. Eisenhower says such con- 
tacts always were “profitable.” Never- 
theless he did not always welcome the 
visits to Chequers. Business was done 
at too late an hour, for one thing. And 
Harry Butcher, the General’s aide and 
confidant throughout the fighting years, 
has an additional explanation: 

“Ike and General [Mark] Clark went 
Chequers for the night,” Mr. Butcher 
notes in his diary for Aug. 28, 1942. 
“Both said they hated to go; that their 
position .. . made discussion . . . difficult, 
and left them open to quotation by the 
PM [Prime Minister] to the President— 
quotes which, without being completed, 
might distort the original meaning. 
Further, they are both getting tired of 
talking. Ike said he would be ready to 
start on this expedition [the invasion of 
North Africa] instantly, if he could only 
get through this period of tedious tire- 
some rehash.” 

But the two were friends, The Prime 
Minister quickly fell to calling the Gen- 
eral “Ike.” The latter, more restrained, 
wed first names infrequently. All dis- 
cussions were as informal and as inti- 
mate as the Briton could make them. 

Throughout, Mr. Churchill kept in the 
closest possible contact with war devel- 
opments and plans. 

In Africa and on the Continent, the 
Frime Minister dropped in frequently at 
the Eisenhower headquarters. The con- 
stantly restless Churchill mind was al- 
ways sparking ideas for military or other 
action, These were transmitted in a suc- 
cession of memoranda, or by telephone, 
at any hour. 

_ There were grave disagreements, some 
involving fateful turns of strategy. In 
(Continued on page 76) 
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What law 


makes pork cost less 
in December 
than it does in September? 


Jon. Feb. Mar. Apr. May June 


July Aug. Sept. Oct. Nov. Dee. 
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"ha well-known law of supply and 
demand. With pork, it works like 
this: 


More than half the pigs are born 
in spring—also according to law, 
the law of nature. They spend a good 
6 months growing to pork-chop size. 


Then, along about the time the 
first leaves fall, all these pigs begin 
to come to market. And the same 
thing happens as with any other 
perishable commodity (strawber- 
ries, eggs or oranges) when there is 
suddenly a lot more than there was. 


The price just naturally goes down! 


The chart above shows how the 
cycle goes. More pork—lower prices 
during the winter followed by less 


PRICE 








This chart shows the relationship 
between pork production and 
pork prices based on figures for 
1947-49 (a typical period), which 
the government is now using as 
its index-base period. 


pork—higher prices through the 
summer months. 


Summertime is the time when a 
big new meat crop is “‘growing up”’ 
on America’s farms and ranches. 





The medical school of a leading 
university reports a recent study 
in which a number of overweight 
people lost up to 100 pounds on 
diets featuring double portions of 
lean meat. Meat means so much 
to so many —inso many different 
ways—that it’s good to know 
meat packers can help put it on 
your table at a lower service cost 
than for almost any other food. 











AMERICAN MEAT INSTITUTE 
Headquarters, Chicago « Members throughout the U. S. 




















Have You Explored 
All the Ways 

§ ToSave Money 
With a Fork Truck? 


WOULDN’T IT BE GOOD BUSINESS 
to know all the ways to save money with 
your Clark truck? It’s the function of Clark 
attachments to transform your truck into a 
machine of many uses. Rather than let a 
truck stand idle for “lack of work,’”’ you can 
switch from one attachment to another in 
10-20 minutes—go from one job to another, 
from partial idleness to full-time usefulness. 


For example, why use manual labor to 
handle scrap, coal, sand or even cement? 
You'll do the job faster, more economically 
with one of Clark’s shovel attachments. 
Why manhandle cartons, crates, rolls, drums, 
bales? Simply switch to the proper Clark 
attachment—there’s one designed to handle 
practically any product or material. And for 
DO the relatively few cases where a standard 
attachment won’t do the job, it’s more than 
likely that our Custom Truck Department 
can design and build special equipment to 
solve the problem (—and inquiries are 
invited). 


Perhaps you’re hesitating to buy a fork 
truck because your principal handling job 
requires only part-time truck application. If 
that’s the case, don’t fail to look into this 
attachments angle. Chances are we’ve got, 
or can devise, one or more attachments that 
will enable you to utilize a fork truck profit- 
ably, all day long. 


Your local Clark dealer (listed in the 
Yellow Pages of your phone book) will be 
glad to help you plan ways to multiply the 
usefulness of your Clark trucks and 
POWRWORKER hand trucks. 

Or if you prefer to use the coupon, 
we’ll gladly send a brochure de- 
scribing the Clark line of attach- 
ments. EQUIPMENT 


oF 74) RK ELECTRIC, GAS, DIESEL, L.P. GAS 
FORK TRUCKS 
AND POWERED HAND TRUCKS ~-' INDUSTRIAL TOWING TRACTORS 


ENDUSTRIAL TRUCK DIVISION © CLARK EQUIPMENT COMPANY « BATTLE CREEK 124. MICHIGAN 
Please send: (© Attachments Catalog ( Driver Training Movie 
© Hove representative call 
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..- Churchill's insistence 
left Eisenhower ‘limp’ 


these, the General found the Prime Min. 
ister an unquenchable opponent. Eisen. 
hower wrote: 

“He was a man of extraordinarily 
strong convictions and a master in argu. 
ment and debate . . . He could become 
intensely oratorical, even in discussion 
with a single person, but at the same 
time his intensity of purpose made his de. 
livery seem natural and appropriate , 

“I admired and liked him. He knew 
this perfectly well and never hesitated 
to use that knowledge in his effort to 
swing me to his own line of thought . ,, 
If he accepted a decision unwillingly 
he would return again and again to the 
attack in an effort to have his own way. 
up to the very moment of execution. But 
once action was started . . . [he] in. 
variably tried to provide British support 
in a greater degree than promised.” 

General Eisenhower won most of the 
arguments. American viewpoints had to 
prevail as American forces in Europe 
grew. Mr. Churchill wanted more en- 
phasis upon attack from the Mediter. 
ranean, he wanted to seize the Aegean 
Islands, thrust into the Balkans and so 
threaten Germany from the south. (In 
this, Eisenhower thinks he detected po- 
litical motives aimed at the postwar 
situation.) The Prime Minister also urged 
that Americans dash in and seize Berlin 
ahead of the Russians, a project that the 
General, according to Mr. Butcher, 
thought “foolish.” 

One argument ran on for more thana 
week. The Normandy invasion had be- 
gun, Mr. Churchill thought the secondary 
attack through the Riviera and up the 
Rhone should go in through Bordeaux or 
the Brittany ports. Ike was solidly op- 
posed. In a tent at the General's head- 
quarters they went over and over the 
pros and cons. Mr. Butcher reports: 

“Ike said no, continued saying no all 
afternoon, and ended saying no m every 
form of the English language at his com- 
mand . . . Ike argued so long and pi 
tiently that he was practically limp... 
and observed that although he had said 
no in every language, the Prime Minister, 
undoubtedly, would return to the subject 
in two or three days and simply regard 
the issue as unsettled.” 

Peace? Mutual respect, liking, the 
friendship that grows from sharing great 
events continues. But President Eisen- 
hower well knows the nature of his old 
friend who can be both ally and adver- 
sary. Mr. Churchill’s perseverence and 
eloquence are pitted against Mr. Eiser- 
hower’s well-learned patience, wariness 
and caution in shaping the events that 
lie ahead. 
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News YOU Can Use 


IN YOUR PERSONAL PLANNING 





app). for Trade-Mark Reg. Pendg. 





24th and N Streets, N.W. 
Washington, D. C. 


A new, pay-as-you-go plan, designed to make it easier for the "little man" 
to buy corporate stocks, gets under way January 25. Details of the system, long 
expected, are announced now by the New York Stock. Exchange. Here is how the 
"Monthly Investment Plan" will work: 





REGULAR INVESTING. Once the plan gets going, the investor who participates 
will make regular payments, monthly or quarterly, into an investment account, 
which will be used to buy stocks in his name. His money will be pooled with 
that of others, and invested immediately in stocks of his own choosing. If his 
first payment, for example, is not enough to buy a whole share of the stock, he 
will come into ownership of a fraction of a share. As succeeding payments go 
on, he will become entitled to full shares, just as any other investor. 

Payments can be as little as $40 or as much as $999 per month or per quarter. 
The investor will be expected to sign up for one to five years, but he will be 
permitted to skip payments when necessary. If he wishes, he can withdraw before 
his time is up. He will pay regular brokers' commissions on purchases. 








THE INVESTOR'S OBLIGATION. The plan has been called "installment 
buying" of stocks. It isn't that really, as no credit is involved. The 
investor acquires shares only as he pays for them. 





GIFT TAXES. At this season of the year, many people get to thinking about 
the tax advantage of making gifts to members of the family. Point is that, to 
make use of the tax exemption available on 1953 gifts, a taxpayer must act 
promptly. If this year's exemption is to be used, the transfer must take place 
before January 1. Gifts made during life can save money. Estate taxes often 
take a major portion of property and money held until after death. 





TAX-FREE GIFTS. There are two kinds of gift-tax exemptions under the law: 
(1) A person is permitted, each year, to make tax-free gifts of as much as 
$3,000 each to as many people as he wishes. 

(2) In addition, he is entitled to a lifetime exemption of $30,000. This 
exemption can be used all at once, or stretched out over a period of many years. 
Much larger tax-free gifts can be made between husbands and wives; half 

the gift, plus the basic $3,000, is tax free. This means that a man can give 

his wife $6,000 in any one year and an additional $60,000 at any time during his 

lifetime without paying any gift tax. Also, a man can give $6,000, tax free, 
(over) 
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in a single year to a person other than his wife--say a child--because half the 
gift will be considered as having come from the wife, if she consents. 


A WORD OF WARNING. Two points seem to cause confusion about gifts: 

1. Under the law, there is no connection between the gift tax and the 
income tax. Just because a man gives part of.the year's earnings to a 
relative, and pays gift tax on it, that does not mean that he is relieved 
of income tax on the same money. 

2. A person who expects to give away as much as $30,000 during his 
lifetime needs to keep records, even though he may never give as much as 
$3,000 in a year. If no gift to any one person exceeds $3,000, he is 
not required to file a gift-tax return. Still, if his gifts over a long 
period have been large, he might be called upon some day to produce records. 





INFLUENZA. Your chances of escaping an attack of "flu" this winter are 
better, apparently, than last winter. While cautious about putting too much 
faith in an influenza "cycle," authorities at the National Institutes of Health 
say that flu-causing Type A virus does seem to crop up only every two or three 
years. Type B, the other major flu bug, occurs less often. Since A was the one 
that hit hard last winter and B the winter before, the authorities say there is 
some reason to expect that this will be an off year. 


BARGAINS IN AUTOS. People often ask whether it's good business to take a 
trip to Detroit to buy a car, thus saving transportation charges. The industry 
figures you have to live 750 miles or so from Detroit to save enough to cover 
your fare and driving costs back home. Other expenses are extra. 

Typical freight charges: To San Francisco, around $360 for a big car, $260 
for a smaller car; to Houston, $188 and $136; to Miami, $217 and $146. 





COLOR TELEVISION. What's the prospect for color TV? Here is the 
latest word from the industry--this from H. C. Bonfig, vice president of 
Zenith: Color sets probably will reach the market by mid-1954, maybe 
earlier, but at high prices, in limited numbers, and with small pictures. 





WEATHER. Indian summer is coming to an end in most areas this month, says 
the Weather Bureau in its December outlook, on which the maps below are based. 


TEMPERATURE TO DECEMBER 30 
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National Safety Council 
award to FRISCO 


for the second straight year ! 


For the second consecutive year, in 
recognition of exceptional public 
service in prevention of home accidents, 
Frisco Railway has been the recipient 
of the National Safety Council's 
Award for Merit. 





The two years spanned by these 
awards—1951-1953—have seen Frisco 
safety education and training 
demonstrated to more than 200,000 
persons everywskere in the railway’s 
nine state area; in schools at all 
grade levels, before responsible civic 
groups and at large city-wide 

safety rallies. 


Safety 


This public safety education crusade 
by the more than 17,000 Frisco 
employees—each in his own community—is is our 
his civic contribution of sharing 
training used successfully in his own 
daily transportation duties, that helps 


him serve you better each time you FIRST ORDER 


ship and travel on the Frisco! 
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BUSINESS ? 





5,000 MILES SERVING: 


MISSOURI » KANSAS + ARKANSAS + OKLAHOMA «+ TEXAS + TENNESSEE + MISSISSIPPI *+ ALABAMA «+ FLORIDA 








(This article represents the result of an extensiy 
research on a problem of outstanding importane) 





Special 
Report 


ey 


AS THE U.S. GOES, 


SO GOES CANADA 


Canada’s fate is tied more to 
Washington, less to London than 
ever before. 

Canadians wonder if they'll 
have to share the U. S. letdown. 

A look at their economy shows 
problems in common with the 
U. S.—but, as yet, fewer of them. 


Reported from 
OTTAWA and WASHINGTON 

Canada, growing fast, is finding, 
with that growth, closer ties to the 
United States, looser ties to Great 
Britain. 

The pull of economic forces runs 
strongly in a north-south direction. So 
strong is the pull that the British are 
commanding a smaller and smaller por- 
tion of the Canadian market for their 
own goods and providing a_ smaller 


and smaller portion of the outlet for 
Canadian goods. 

What’s been going on in a field of 
great importance to all three countries 
is shown in the chart on this page. 

Back in 1935-39, the U.S. and Brit- 
ain used to buy about the same amount 
of goods from Canada. Today, the U.S. 
outbuys Britain nearly 4 to 1. As a re- 
sult, Canada now looks to the U.S. for 
about 60 per cent of its export market 
and about three fourths of its foreign 
supplies. 

Canada’s sales to the U.S. have been 
running, in recent months, at a rate of 
about 2.4 billion dollars’ worth a year. 
Lumber, wood pulp, newsprint, nonfer- 
rous metals such as nickel, lead and 
zinc, also fish, whisky, beef and ferti- 
lizer—all these find a large market in the 
United States. 

From the U.S., Canada gets farm 
equipment, machinery, auto parts, 
chemicals, steel products and _ other 
metals, coal and cotton. It is buying in 


the U.S. at a rate of about 3.3 billig 
a year. 

So, on trade, Canada is running a de. 
icit of about a billion a year in its del. 
ings with its big southern neighbor 
Close ties with the U.S. can be a prob. 
lem, as well as a benefit. 

In times past, Canada has someting 
had to put curbs on imports from the 
U.S. At times it can rely on tourist bys. 
ness and a flow of invested capital t 
bridge a trade gap. 

Behind closer relations between the 
two neighbors lie a number of basic fa. 
tors. 

Prices are one. Canadians, if the 
shop for goods in Britain, find that 
prices there are much more inflated tha 
they are in the United States. Figure 
published by the International More. 
tary Fund indicate that British expor 
prices, on the average, are about 2I§ 
per cent higher than they were befor 
World War II. Prices of goods shipped 

(Continued on page 82) 
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How to pick the Adding Machine 


that’s right for you! 


Full keyboard or 10-key? Businessmen differ, and 
with good reason...there’s no simple answer. 
The type for you is the one exactly suited to your 
work and your business. Monroe has both! So 
the one person to give you intelligent, honest, 


and unprejudiced help in making your selection 
is the Man from Monroe. For the key to this or 
any figuring problem lies not only in the un- 
equalled breadth and excellence of his line of 
machines but in the skill and experience he offers. 


For instance, has anyone else ever based his recommendation on your figure 
work rather than his machine? Well, here are a few... but only a few... 
of the guides the Man from Monroe might suggest. 


A 10-KEY USUALLY DOES THE JOB BETTER: 





Prresry 


i 1. When figures of more than 
five digits are involved; 


2. When numbers are being 
called orally by another person; 


3. When figures must be taken 
from separate sheets of paper. 


A FULL KEYBOARD USUALLY DOES THE JOB BETTER: 





1. When digits can be sighted 
easily at a glance (the telephone 
company says that's five); 


2. When you want to train be- 
ginners faster; 


3. When figures follow a pattern 
that can best utilize Monroe's 
“Rhythm-add” System. 


: MONROE CALCULATING - ADDING - ACCOUNTING MACHINES 
Monroe Calculating Machine Company, Inc., General Offices: Orange, New Jersey 
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RELAY 55 AMP. DP.ST 
AN PART NO.AN 3352-1 
VOLTS 24-28 D.C. CONT. DUTY 
LEACH PART NO. 7064-208 


LEACH RELAY CO. 


ms 
AB DICK 


MIMEOSCOPE 


Carrier Corporation 


MAX. WORKING PRESSURE -235 





“Metal: fal 


on America’s fine products 


Labels—nameplates—trademarks— 
alert manufacturers find more uses 
every day for Metal-Cal’s unusual 
qualities. Metal-Cal is .003-inch 
aluminum foil, with the design made 
of colors absorbed and sealed into 
an anodized surface. The result is a 
clear, sharp design in brilliant, 
metallic color ... amazingly resistant 
to abrasion, moisture, heat and cold. 
Metal-Cal’s pressure-sensitive back 
bonds to any smooth, cohesive 
surface. No need for screws or rivets. 


Metal-Cal obsoletes traditional 
metal nameplates and decals. As 
industry learns its advantages . . .in 
savings on material and labor and 
in lasting good looks . . . Metal-Cal 
wins new users. 


Your product de- 
serves this mark of 
quality—oa Metai-Cal 
trademark or label. 
Write for the 

BASIC DATA FILE 
and samples of 
Metal-Cal for your 
own test. 


Metal-Cal, Dept. J-3 
C & H Supply Co. 
415 E. Beach Ave. 
Inglewood 3, Calif. 


Write for 








Special Report 





... Money controls cut 
British-Canadian trade 


from the U.S. have gone up 110 per 
cent. 
Thus, Britain has lost whatever edge 
it had as a cheaper source of supply.. 
As a market, the U.S. has improved 
far more than Britain. Physical volume 
of imports into U.S. is running, this year, 
about 74 per cent greater than in 1939. 
British imports, on the other hand, 
are little, if any, larger than they were 
in 1939. And in some years, when hard 
pressed financially, Britain has taken in 
far less than it did before World War II. 
Currency controls, used by Britain 
and most other countries to limit their 
imports, have made it harder for Canada 
to do business with the mother country. 


s ’ 
—National Film Board 





CANADIAN VIEW OF DETROIT 
... trade flows over the border 


Britain, to save dollars, has preferred to 
trade with nations that deal freely in 
the pound sterling and other “soft” cur- 
rencies. 

Canada, using a hard dollar, has been 
outside this group. Looking to the U.S., 
it finds itself confronted, at times, with 
high tariffs and with quotas on farm im- 
ports. But it encounters no currency dif- 
ferences, no exchange rules. 

Investment, flowing north, has also 
helped draw the two countries closer. 
The U.S. long ago supplanted Britain 
as the chief source of outside capital. 

U.S. investors, sensing the prospects 
for growth in relatively undeveloped 
regions to the north, have poured bil- 
lions into Canadian oil fields, iron-ore 
deposits, nickel and other nonferrous 
metals, auto and aircraft plants. 

(Continued on page 83) 
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2 NO. 50 


In churches, schools 
clubs, hotels, restay. 
rants—whereyer 
2roups gather~ 
Checker-50 Wardrobe 
Racks answer the wraps 
problem. Only 5 ft. long 
each provides for 50 Coats 
and hats. Available on large 
) rubber casters—they go where 
needed. Light, strong rigid weldeq 
steel for lifetime service. Solq by 
leading suppliers of institutional 
equipment and furniture 


® , 
Wiecker VALET RACKS ° 
Commercial, industrial Statio 
and institutional wardrobe equip- Wardrobe pe free ~ 
ment and complete checkrooms. for the office and the home 


Write for Catalog CK 30 


VOGEL-PETERSON Co, 
M21 WEST 37th STREET © CHICAGO 9, USA 


In 
good 
company 


Look over the advertise. 
ments in this issue. You'll 
notice how many differ. 
ent kinds of business and 
products find it advan- 
tageous to advertise in 
“U.S. News & World Re- 
port.” Ask your advertis 
ing agency for their facts 
on how the “magazine of 
essential news” may fit in 
your own advertising pro- 
gram. 





61% WHY TAKE 
32 ; 





EACH ACCOUNT INSURED 10 $10,000 


WRITE TODAY for FREE LIST of Insured 
Savings & Loan Associations paying o 
current rate of 31/, %. Sometimes even 
more. WHY TAKE LESS? No charge. No 
obligation. 


B.RAY ROBBINS CO. Dept.C88 


501 FIFTH AVE., N. Y. C., MU 7-0067 1 
131 STATE ST., BOSTON, MASS., LA 3-226 










WARDROBE RACK 
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special Report 


...A slump in the U.S. 
can hit tourist business 


Out of these investments have come 

yew trade links. Most Canadian autos 
are essentially U.S. makes, assembled 
i Canadian factories set up by the 
J.$. manufacturers. Cars from Britain 
ind other countries are in the minority. 

As a result, automobile parts flow in 
rge volume from the U.S. into Canada. 

The U.S. steel industry’s interest in 
developing new sources of iron ore in 
Labrador is a source of pressure for a 
int U.S.-Canadian seaway on the St. 
Lawrence River and Great Lakes. 

With its growing dependence, Canada 
ends to get a little nervous at signs of 
, downturn in the U.S. Any sizable 
Jump in the paper, metalworking or con- 


» 


¢% : +S Bie. 0° 


—Hamilton Wright 


OUT OF CANADA‘S FORESTS 
... lumber for U. S. industry 





eo 










struction industry would, sooner or later, 
make its way northward. 

If U.S. businessmen become less willing 
to invest, the flow of capital northward 
may diminish. If jobs in the U.S. are 
much harder to get and incomes are small- 
et, tourist business could easily be hit. 

Parallel problems show up in both 
countries today. 

Both have huge surpluses of wheat 
ind other farm products and wish for 
bigger foreign markets, 
th both, the textile industry for some 
ime has been going through a rocky 
series of ups and downs. 

Living costs in Canada, as in the U.S., 
we continued to rise, though wholesale 
briees have fallen. Retail sales seem to 
have slipped a bit in both countries. In- 
Ventories are mounting. 

(Continued on page 85) 
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no frills, no fancy 
just plain facts... 


PLANT LOCATION FACTS 


Chicagoe 
New Yorke 





_ INDUSTRIAL 
Yours for AMERICA | 


the asking 


Get all the information—the advantages to your 
company — of locating your plant in THE CENTER 
OF INDUSTRIAL AMERICA. Here is an area contain- 
ing 709 communities, nearly two million people. 
It is close to major markets, yet away from 
target areas and industrial congestion. 


Its resources are shown at a glance in a new 





area map just published. There’s a copy for you. 
Send the coupon today. 





Ohio Edison Co. 


Akron 8, Ohio 








Mr. Franklyn Dickinson 
General Supervisor of Industrial Development 
Ohio Edison Company, Akron 8, Ohio 


Please send FREE area map. 


NAME 





COMPANY. 





ADDRESS 





CITY ZONE STATE. U-2 

















This sturdy, 114"-thick wall panel is avail. 
able with double glazing for air-conditioned 
buildings or with screens if desired; and 
with insulated spandrels of stainless or por- 
celain-enameled steel for outside facing, 
Porcelain may be had in any color selected, 





Unit design may be varied to meet specific the 
architectural and functional requirements, 
Scaffolding is abolished, the walls being ste 


erected from the interior to reduce time and 
risk. Unfavorable weather does not slow | 
up construction progress. 





All these features arecovered inasmall folder I 
—yours for the asking from Republic Steel, 















































STEEI 
com{ 


NEW WALL ADDS FLOOR SPACE, rm 
REDUCES WEIGHT AND COST |: 





ward 
draw 
e ege e e . 
Its earning ability is tempting to businessmen 

Walls contribute to earning power of a building. The ingeniousness lies mainly in the insulation, 

Any new type of wall construction which reduces which enables this 114”-wall to replace an ordinary 
over-all building cost is an investment to look into. 12”-wall. The difference in thickness can be picked 
The Vision-Vent wall panel is a development by up as additional floor space. The complete unit | 
our Truscon Division which shows economy over weighs about seven and a half pounds per square ~ 
conventional masonry wall costs. It combines foot; a similar wall with masonry, about 24 pounds. sii 
window and spandrel. The spandrel is a steel sand- The weight differential offers further saving in the rollec 
wich with insulation. design of supporting columns. to 9 
fabric 
po 
e J es oe Or Wi 
Its development justifies a business risk area 


The many other features of the Vision-Vent are 
given above. If you want to know more we will 
be glad to send a folder. We draw your attention 


request with no assurance whatsoever of a contract. 
The Vision-Vent justified the risk, however, and 
Republic’s initial order covered the window wall 


Rep 


to the Vision-Vent here as typical of Republic units for a chain of hospitals. The panels are ore 
Steel’s approach to new products. The develop- equally advantageous for other types of construc- a 
ment of the Vision-Vent was undertaken by tion from schools to skyscrapers. steel 
Natic 

in pri 

and y 

im duce | 

REPUBL WORLD'S WIDEST RANGE build 

= Ic OF STANDARD STEELS Repu 

AND STEEL PRODUCTS Office 















thousands of steels and 
steel products now bear 
the Republic name. 


Do you know these ? 





REPUBLIC ALLOY STEELS—A complete 
range of all commercial grades is 
manufactured by the world’s largest 
producer of alloy and stainless steels. 
For best results in alloy steel applica- 
tion, processing and use, Republic 
offers its exclusive “3-Dimension 


, 


Metallurgical Service.’ 


a 


go 





STEEL FILING CABINETS—Part of the 
complete line of steel office equip- 
ment fabricated by Republic’s Berger 
Manufacturing Division. Companion 
equipment includes steel desks and 
tables, storage cabinets, transfer cases, 
wardrobes, book shelves and plan 
drawer assemblies. 





REPUBLIC WIDE STEEL SHEETS— Hot 
tolled and cold rolled steel sheets up 
to 90-inches wide offer important 
fabricating economies and production 
advantages by eliminating the need 
for welded seams in a variety of larger 
area product applications. 


* * * 


Republic Steel Today: 


ore mines here and abroad; lake and 
ocean-going ships; coal mines; furnaces 
and huge steel mills, North and South; 
steel fabricating plants across the 
Nation and in Canada; sales offices 
in principal cities; PLUS 70,000 men 
ind women working together to pro- 
duce steels and steel products to help 
build and protect a stronger America. 
Republic Steel Corporation, General 
Offices, Cleveland 1, Ohio. 














DECEMBER 11, 1953 








Special Report 





..- Employment in Canada 
higher than ever before 


Credit has gotten a little tighter, as in 
the U.S. A leading Canadian banker 
says: “I don’t know of anyone who really 
wants a loan who can’t come by one. Of 
course, the banks are looking at credit 
a little more closely.” 

In other ways, however, the signs of 
business trouble, so clearly marked in 
the U.S., are less clear cut in Canada. 
The Canadian banker insists that “there 
seems to be nothing on the horizon that 
indicates a recession.” He recalls that 
Canada escaped a recession in 1949, 
believes his country can ride over an- 
other mild setback of its big customer. 

According to official figures, there are 
more people employed in Canada than 








~—National Film Board 


INTO CANADA‘S OIL FIELDS 
.. - billions of U. S. dollars 


ever before. Jobs in the U.S., on the 
other hand, are a little less plentiful than 
they were a few months ago. 

Production in Canada seems to have 
dropped little, if any. In the U.S., it is 
down about 6 per cent from its peak. 

Still, Canadians, judging by talks with 
ordinary folks and lawmakers in Otta- 
wa, seem to fear that the United States 
will head into something more than a 
“mild” downturn and hit them hard. 
They seem happy with their prosperity, 
despite high living costs. 

In the view of a Canadian Senator, 
Gray Turgeon, of British Columbia: 
“Your economic lifebloods are almost 
on a par with ours. What affects you 
also affects us.” 

Or as Senator T. H. Wood, of Sas- 
katchewan, puts it: “We are like two 
interlocking barometers.” 


RECORD 
STORAGE 
a problem? 


@ Low-Cost 
® Convenient 
@ Space-savirtg 


The only fibre-board 


DRAWER FILE 


that ‘builds its own steel 
framework as you stack it’. 


4“ e STAX ONSTEEL gives 
you easy-action drawers—quick access to 
records. Each corrugated fibre-board unit 
is complete with factory applied steel 
framework for sturdy support in rear and 
front. Interlock side-by-side and stack 
to the ceiling to save space. Letter size 
illustrated —$4.70 per unit, slightly 
higher south and west. 


° 







Clip this ad to your letterhead 


FOR FREE BOOKLET 


1 Tells how long to keep records. 
2 Shows best record storage methods . + 2, 
plus name of your nearest dealer. 


BANKERS BOX COMPANY 


720 S. Dearborn Street * Chicago 5, Ill. 








WHELAND 
ORDNANCE 
_ DIVISION 
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NEW YORK CITY 








What you as a businessman @ CAN and E&¥ CANNOT do 
as a result of federal court and administrative decisions: 








COMMISSARIES. You can look for PARTNERS’ POOL. You cannot, x 
if you value continued operation of most military a business partner, expect to escape 
Pe? “ commissaries. An armed services survey any of the tax liability on your outsid 

convenience of about 200 commissaries shows that al- _ earnings if they are pooled with partner 
Does it have a direct entrance most all meet the criteria established ship income. The Tax Court holds that 
from Grand Central Terminal ? under a new law. This prohibits opera- a taxpayer’s agreement to pool his oyp’ 
Does it offer motorists their own tion of the commissaries unless the Sec- side earnings was merely “anticipatory | 
out-of-traffic entrance and retary of Defense finds them necessary assignment of income” and did not te. 


separate registration desk? : 5 : : : et i es 
oe “oe ier ieeheiibiiiatinn to provide servicemen with reasonable _ lieve him of liability for income taxes gn 


city Airline Terminal and access to stores and a reasonable choice of _ those earnings, even though he got les 
Penn Station? | merchandise at reasonable prices. out of the pool than he contributed, 








* * * * * * 


WITHHOLDING. You can, as an ADVERTISING. You cannot, in ad 
employer, now get the full and de- vertising your product, safely claim 
tailed picture of federal taxes as they for it a beneficial relationship to atomig 
will affect your pay-roll operations next energy research if no such relationship’ 
year. Internal Revenue Service publishes exists. The Federal Trade Commissigg: 
E L. SEFTON, President its revised “Employer’s Tax Guide,” with orders an end to claims that a chemical 
42nd STREET AT LEXINGTON AVENUE £77 =| 1954 income and Social Security tax fertilizer was developed as a result of 
Pain come withholding tables. atomic research and that it contained 
radioactive materials. 
* * * 

REFUSAL TO BARGAIN. You can a 
perhaps refuse to bargain with a cer- KINSHIP. You cannot, as an en- 
tified union if it can be shown that the ploye, be excluded from an appr- 
method of organizing the union violated priate bargaining unit simply because 
the Taft-Hartley Act. The National Labor you have a family relationship with the 
Relations Board dismisses a refusal-to- management. The National Labor Rek- 
bargain complaint by United Plant tions Board, applying its new policy o 
Guard Workers of America and revokes’ kinship, rules that the husband of the 
certification of UPGWA at a plant vice president of a garment factory 
on the ground that actual work of or- should not be excluded from a bargain 
: ™ ganizing the members was done by CIO ing unit at the plant. 
\ : | United Auto Workers, prohibited by law 





* * * 


' AIR TRAVEL. You cannot, as @ 
" air-line operator, impose a 90-day 
Who says Cry Babies GAS RATES. You can expect the filing limit on damage claims by pat 
Federal Power Commission to regu- sengers merely by writing it into your 
can’t sell? acd 2 oe g 
late rates for the interstate sale of filed tariff. A federal court holds that 
ae — atural ge / anies thé ; imi itten i its tariffs by an | 
This litle lady and her cleven hilarious nare- | 2%Ut il gas by companies th at produce such a limit, written into its tariffs by 
ery mates in our laugh-packed “It’s a Cruel and gather that gas. The U. S. Supreme _ air line, is not binding on the passengers, 
World” calendar have a way of getting (and Court refuses to review a lower-court de- 
staying) in the homes of your ——— cision to the effect that FPC can and = 
: y recepti y sales mes- : 
Result: a happy reception to your sales mes should fix rates on such sales. INTIMIDATION. You cannot, with 
sage every day of the year. — ’ 4 a aft 
of out risking a violation of the Taft 
Surveys prove that nearly 90% of Shaw- * * * Hart] A i ritten statements 
Barton’s home “wall signs” are hung... and : ; artley ct, take written sta 
virtually unanimous use is made of recipes, BROADCASTING. You cannot, in from your employes to the effect that 
memo space and household hints featured ordinary cases, own a financial inter- they don’t think their group should be 
in them. est in more than seven AM or FM radio _ organized. A federal court decides that 
— ee er apa ie ~ to tell you | stations and five TV stations. Federal the motive of an employer in taking suc! 
about effective calendar advertising campaigns ° ° eee . me 3 iy 
S > 9 ; P, ; p, P, once intim 
—plus the ideas and materials that make Communic ations Commission amends its st atements was to influence by hb 
them successful. Ask him in today, or write | regulations governing multiple ownership dation the employes in a matter of labor 
for full information. | of commercial stations. organization.” 


SHAW Conclusions expressed in these paragraphs are based upon decisions and _ rulings 0 


Calendar and Specialty Advertising courts and Government bureaus. In making their decisions, courts and bureaus -_ 
. shir 11 q . 7 ~ > ;. ots : Trews ORL 

ees Gein aie ianee. cemnieen. emad many facts which, for reasons of space, cannot be set forth in detail. U. S. News & so 
SALES OFFICES IN PRINCIPAL CITIES REporT, on written request, will refer interested readers to sources of this basic materi 


from representing plant guards. 


* * * 
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c L makes Philadelphia the nation’s second largest refining 


center, first-ranking petroleum port. If oil or natural gas, or by-products, 


mean business to you, you'll befefit from the “on-the-spot” 


contact provided by THE PHILADELPHIA NATIONAL BANK 








such 
koe (| THE NUMBER ONE BANK IN PHILADELPHIA 
—in the heart of the world’s greatest industrial area 


1803. 


SCH OF os THE PHILADELPHIA NATIONAL BANK 


953 Member Federal Deposit Insurance Corporation 





ONE GIANT SOURCE ... for your forged parts! 
That’s Kropp, with the world’s most complete 








forging facilities. Your parts design may 
require drop, upset, press or flat die work. 
Kropp engineers will quickly outline the proper 
and most economical way to forge them. 
For experienced engineering help and an 
estimate of cost, simply mail us your blueprints 


or contact the nearest Kropp representative. 


Whether you need rough, semi-finished or finished 


forgings or a complete planning and fabricating service, 


Kropp is the one giant source that serves you best. 


KROPP rorce company & 


CHICAGO 50, ILLINOIS 





Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Now you are getting figures that confirm forecasts of slipping business. 

Output of U.S. industry took another dip in November and fell below a year 
ago for the first time this year. 

Total retail trade in October, seasonally adjusted, was down from 1952. 

None of these declines is very severe, but they are expected to continue. 
You get a bankers' analysis of the outlook for 1954 on page 19. 








November dip in factory output occurred chiefly in hard-goods lines. There 
was a sharp cut in auto production. Moderate cuts came in television. 

Producers’ equipment--machinery and so forth--held up fairly well. 

Steel mills appear to be settling down at below-capacity operations. They 
are running around 85 per cent of capacity at the moment. 

Factories turning out soft goods are not down so far. Activity in these 
lines dipped a bit from September to October but held in November. In this 
group there has been some curtailment of textiles, fuels and chemicals, but 
paper production is at peak and meat production is above a year ago. 




















What's happened, obviously, is that production ran well ahead of demand for 
hard goods early in the year. Inventories began to pile up. Complaints came 
from merchants. So production is being adjusted downward. 


Production slowdown is showing up in rising unemployment. 

Claims for unemployment benefits averaged 980,000 a week in November. That 
compares with an average of 655,000 a week in November, 1952. 

Unemployment claims have been rising steadily. Official figures show a 
jump of-10 per cent over a year ago in September, a rise of 28 per cent in 
October, an increase of 50 per cent in November. 

A year ago, however, industry was recovering from the effects of the 1952 
steel strike. But November claims are above November, 1951, too. 

Again it should be noted, however, that unemployment still is not severe. 
The number of people at work is uncommonly high. 














New orders for factory-made goods trail behind a year ago, too. That's 
additional evidence of slipping demand. 

Orders placed with durable-goods plants, however, may be steadying. The 
October orders amounted to 9.9 billions, seasonally adjusted, the same as for 
September, and slightly above August. 

Unfilled orders for durables--autos, appliances, machinery--continue to 
Sag. They dipped to 58.7 billions by the end of October, from 61.6 billions at 
the end of September. A year ago the backlog stood at 71.3 billions. 








Quarterly survey of California manufacturers confirms general business 


(over) 
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TREND OF AMERICAN BUSINESS-- (Continued) 


opinion that activity may be a bit slower in the early months of next year. 
Volume of new business is expected to be down from a year earlier for 38 
per cent of this group; the same for 40 per cent; better for 22 per cent. 


Factory shipments are expected to dip below the 1953 figure by 32 per cent 
of California manufacturers; to stay the same by 42 per cent, and to be smaller 


than a year earlier by 26 per cent. 
Employment is expected to be smaller then the first quarter of 1953 by 30 
per cent of the manufacturers, the same by 5l per cent, larger by 19 per cent. 
Main point in this survey is that there are fewer outright optimists in the 
group than at any time in the last four years,.when surveys started. But not 
many expect business to be actually bad as next year opens. 








Perspective on the business outlook is given in an analysis by the Federal 
Reserve Bank of Philadelphia. This bank observes that few forecasts go surther 
than to predict a 15 per cent decline in industrial production. 

A 15 per cent drop in output would be about that of 1949. 

A decline of 15 percent, moreover, still would leave the U.S. economy at a 
higher level’ than at any time except for the last few years. 

The bank adds: "Even rough figuring like this suggests that, if a re- 
adjustment is ahead, it may involve a readjustment of our concept of ‘good 
business' as much as anything else." 











Personal income continues high, providing a base for high consumer demand. 

Income payments bulged in October because of a Government life insurance 
dividend. Rate went to 287.3 billions a year, from September's 286.3 billions. 

Wage and salary payments have slipped for three months, but not very much, 

October rate of wages and salaries, at 199.7 billions a year, is down 200 
millions from September, 500 millions from the peak hit in July. 

Declining trend in total wage and salary payments comes from commodity- 
producing industries, reflecting less overtime and some layoffs. Pay rolls in 
other types of activity are holding steady. 

Profits of independent businessmen and farmers seem to be leveling out. 

Farm income, as a whole, has held at 16.3 billions a year for three months 
in succession. Perhaps the recession in farming has reached bottom. 

For the year to date, people's income is running at 284.6 billion dollars 
a year. That is a record and 6.3 per cent ahead of 1952. It is the prospect 
of continued high incomes and forthcoming tax cuts that leads business analysts 
to conclude that business will not slide badly. 




















It's a question, though, whether people will step up their spending. 
Consumer credit trends point to a decline in individual demand. Rise in credit 
during October was only 187 millions, against 627 millions a year ago. 


Acreage cutback on cotton threatens to produce more farm headaches. 

Congress is to be urged to pass a law to increase permitted planting. 
Agriculture Secretary Benson favors this legislation. 

Cotton problem is highlighted in California, where other farmers fear that 
cotton growers will turn their cutback land to other crops and produce surpluses 
ana falling prices in these commodities, too. 

Noncotton farmers want protection from this threatened competition. 
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IT TAKES A SPECIALIST 
TO INSURE THE BEST... 


Automatic 


TEMPERATURE CONTROL 

















JOHNSON CONTROL 


ra in yo ; . . . r a “¢ = is i y ; 
Providing automatic temperature control systems to _W Y. COMMUNITY WAR MEMORIAL AUDITORIUM 








meet the varied requirements of today’s buildings is 
a job for a specialist. That specialist is the Johnson 
Service Company, the only nationwide organization 
devoted exclusively to manufacturing, planning and 
installing automatic temperature control systems. 





SETS THE PACE 


Correctly solving every conceivable kind of heating, 
cooling, ventilating and air conditioning control prob- 
lem is everyday practice for Johnson engineers. 
Johnson apparatus and Johnson methods always have 
set the pace in their field. For example, Johnson long 
ago pioneered the now popular idea that temperature 
control systems must be specially designed to meet the 
needs of the individual building. For over 65 years, 
Johnson has manufactured automatic temperature con- 
trol apparatus and, beyond that, has planned and in- 
stalled every one of its systems to meet the needs of each 
specific problem! 








IN BUILDINGS EVERYWHERE 


No wonder Planned-for-the-Purpose Johnson Control 
rates first in comfort, convenience, efficiency and 
operating economy in buildings everywhere! The 
experience of the specialist Johnson organization is 
readily available to all types of industrial, commercial 
and public buildings, large or small, old or new. Let’s 
talk about your building . . . soon! 


<1 
os 


die ete OWENS CORNING FIBERGLAS CORP. 











Let an experienced engineer from a 
nearby Johnson Branch Office prove 
to you the advantages of Johnson Con- 
trol for your building. Johnson Service 
Company, Milwaukee 2, Wis. Direct 
Branch Offices in Principal Cities. 











JOHNSON 1 ealomatic Temperature and 
MANUFACTURING + PLANNING + INSTALLING + SINCE 1885 e%J¢? Conditioning CONTROL 





Labor Week 








A RASH OF UNEXPECTED STRIKES 


Will They Set the Labor Pattern for 1954 


What's behind the flare-up of 
strikes after a quiet year on the 
labor front? Here’s the way some 
employers size things up: 

Unions may be testing em- 
ployer resistance for 1954. If big 
raises come hard, demands may 
be trimmed in the months ahead. 

Up to now, union sights still 
are high where pickings look 
good. But there’s a tendency to 
pull back where business is bad. 


Strikes suddenly are becoming a 
problem at a time of year when work- 
ers normally stay close to their jobs. 
Employers, as a result, are wondering 
whether the recent rash of walkouts 
was just a preview of more and bigger 
strikes to come in the new year ahead. 

The answer, as viewed by labor-rela- 
tions experts, depends to a large extent 
upon how far employers are willing to go 
in raising wages and other benefits at a 
time when business is turning down from 
boom levels. There was a feeling that 
some of the striking unions were out to 
test their strength against stiffening em- 
ployer resistance. Employers are saying, 
too, that some of the unions, in choosing 


ait ts ii 


PICKETING THE PAPERS 


ty BE 


THERNEWS _ 


sit ail 


—United Press 


. while 5% million readers waited 


the pre-Christmas season to strike, picked 
a time when employers might give in 
easily to prevent the loss of heavy Christ- 
mas trade. 

Most of the labor contracts in big in- 
dustries were renewed this year without 
strikes, but that was because business 
was booming and neither employers nor 
workers wanted production interrupted. 


=Wide World 


PICKETING A PLANE COMPANY 
... defense production was at stake 


Compromises were more easily worked 
out in such an atmosphere. But attitudes 
are changing now, and the next few 
weeks are likely to shed a good deal of 
light on whether 1954 is, or is not, to be 
a big strike year. 

Some of the current and recent strikes 
show what is happening. 

New York newspapers with a cn: 
bined daily circulation of 5% million 
suspended publication at the height of 
the Christmas advertising period because 
of a strike of 400 photoengravers. Men- 
bers of other unions employed by the 
papers, though not on strike themselves 
refused to cross picket lines, and the 
papers were without writing or produc: 
tion staffs. 

Differences between the _ photoer- 
gravers and the publishers were wide # 
the start. The union demanded wage ai 
welfare increases amounting to $1): 
week. The employers offered increas 
totaling $3.75 a week. The union cut is 
demand to $7.50 a week. Employes 
proposed that the dispute be arbitrated, 
but the union rejected the proposal. Be 
fore the strike, photoengravers wee 
making $120 to $131 a week. 

The union sought other concessidis 
too: A 32-hour, 5-day week instead ota 
36%-hour week; 10 holidays a yeat 
stead of 6. The union also wanted te 
new contract to date from Nov. 1. Te 
publishers held out at the start for the 
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new contract to begin when the photo- 
engravers went back to work. 

The deadlock resulted in heavy rev- 
enue losses, not only to the newspapers 
ut also to the big New York stores that 
advertise in the newspapers. 

Production of cans was stopped by 
trikes last week at 73 U.S. and Cana- 
jin plants of the American Can Com- 
pany and the Continental Can Company. 
These are the two largest makers of cans, 
and the strikes cut off about half their 

t. 

Tegotiations for a new contract with 
the CIO United Steelworkers had been 
going on intermittently for five weeks 
prior to the strike. When the plants 
were shut down, employers and the un- 
ion still were far apart. The companies, 
though bargaining separately, each had 
offered the union wage increases of 8% 
cents an hour plus 2 cents an hour more 
in “fringe” benefits, a so-called package 
of 104 cents. The union is reported to 
have demanded wage increases of 12 
cents an hour and some fringe benefits. 
When the strike began, workers were 
averaging $1.80 an hour in the United 
States and $1.50 in Canada. 

In this case, as in the New York news- 
paper strike, effects of the strike threat- 
ened to spread beyond the can-making 
industry itself. Some Florida citrus grow- 
ers feared they would run out of cans at 
the peak of their canning season, while 
others expected to receive ample supplies 
of cans for several weeks. Milk distribu- 
tion in some areas was threatened with 
a shortage of paper cartons, made in 
plants of the American Can Company. 

Aircraft workers of North American 
Aviation still held out last week for 
demands that were higher than the 
company was willing to pay. As a result, 
strikes had crippled production of fight- 
ing planes on order for the Air Force. 
The strike had been in progress at 
Columbus, Ohio, at Los Angeles and 
at Fresno, Calif., since October 23. 

The employer, in this case, had held 
out against original demands of the CIO 
United Auto Workers for wage increases 
of up to 26 cents an hour. The union 
liter cut this demand to 20 cents for 
skilled workers and 10 cents for unskilled. 
The company offered increases ranging 
from 6 to 20 cents an hour. 

There were growing indications at 
the end of the week that the union was 
anxious to settle the prolonged strike, 
because of back-to-work movements at 
the plants. A company spokesman 
claimed that 12,660 of the 33,000 work- 
es employed at the three plants had 
retumed to work last week, and insisted 
that the union was not only “losing the 
strike but its membership as well.” 

This strike brought an example of em- 
ployer resistance that was being counted 
upon by other employers to reduce the 
we of future demands by unions in 

(Continued on page 94) 
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Cave TIME Gave TAPE! 























\ 


with excluawe new [VCAL 


Now! Fast, easy way to figure tape needed, 
or being used, for any job! ‘“Measure-Mark’”’ 
every six inches on the roll, is another exclu- 
sive cost-cutting feature of Mystik’s new 
packaging tape. FLEXSTRON replaces heav- 
ier, more expensive materials in strapping, 
bundling, binding, reinforcing, palletizing 
and packing jobs! Write on letterhead for 
free trial roll and information. Mystik 
Adhesive Products, 2678 N. Kildare Ave., 


Tarzan of the 
Tapes" 





























TRADEMARK : x 


«Filament Reinforced Packaging Tape— 





Trademark Mystik Registered © 1953 Mystik Adhesive Products 
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findustry 


2000 Choice Acres in 
the Heart of America! 










We consider this tract—just 
5 miles from downtown 
Kansas City, Mo.— so im- 
portant to forward-looking 
industries, that we have com- 
piled a brochure to answer 
questions, not only about 
the tract itself, but also 
about Kansas City and the 
Midwestern area. 











Write on Your Letterhead for Your Copy! 






D. T. MeMAHON 


Assistant to President 


KANSAS CITY SOUTHERN LINES 





Send A Copy 


To Your Friends ...WITHOUT CHARGE 


U. S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of ““U. S$. NEWS & WORLD REPORT” 
with my compliments to the persons listed below: 
[] If possible send the December 11, 1953 issue. 
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Labor Week 
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Union members worry 
about boss’s business... 


other industries. The company last weg, 
rejected a union proposal that the di. 
pute be put to arbitration. 

These three strikes were being watchej 
by employers and unions as test case; 
that would have bearing on the attitudes 
of both sides in new contract bargaining 
for 1954. Union demands, in all thre 
cases, were said by the employers jp. 
volved to be “unreasonable.” The unions 
in every case, were setting their sight 
high and showing a readiness to strike 
even in the face of an uncertain over. 
business outlook. The unions contended 
in all three strikes, that they were del. 
ing with prosperous concerns. 

But the week also brought an indic. 
tion of union willingness to pull back jy 
its demands in an industry where bys. 
ness is not so good. Two local CIO w. 
ions, representing textile workers en. 
ployed by American Viscose Corporation 
in Marcus Hook, Pa., and Lewistown, 
Pa., voted to withdraw wage and other 
demands and extend the present contrac 
because of the “poor condition of the 
rayon industry at the present time.” 

All of these were situations that en- 
ployers could watch for signs of whit 
lay ahead. If the situations meant what 
they seemed to mean, employers could 
expect union demands to be geared 
rather closely to the outlook for business 
in their industries. 





How McConnell 
Views Taft Act 


A man who will have a great deal tos 
about rewriting the Taft-Hartley Act now 
is on record as to changes he would litt 
to see made. This man is Representativ 
Samuel K. McConnell, Jr., (Rep.), 
Pennsylvania, chairman of the Hous 
Labor Committee. His views are wot 
the attention of employers and unio 
because of his standing in Congress. 

Here are some of Mr. McConnells 
ideas: 

States should have more freedom 
control strikes and picketing. It is Mr 
McConnell’s view that recent court te 
‘cisions involving the Taft-Hartley 4¢ 
have all but destroyed State laws dé 
signed to protect citizens against variow 
forms of strikes and picketing. This he 
calls “the doctrine of pre-emptidt- 
the theory that once the Federal Gor: 
ernment acts to restrain some typé " 
strikes and picketing, the States # 
thereafter precluded from further regi: 
lating the same kind of activity. 
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...A closer watch 
on welfare funds 


eek The President should have more free- * 
di. fH jom to deal with strikes that threaten to 
create national emergencies. He now is 
hel limited to asking for an 80-day injunc- 
4 fF tion when such a strike threatens. Mr. 
ides \jcConnell thinks the White House 
hing # ould have some alternatives such as 
hee these: 
ir F Ask Congress for a special law to 
ons, B handle the strike. 





ghts Appoint a board to study the dispute 
trike ff and report the facts. 
T-all Request the board to recommend a 


ded, § ttlement; or attempt to persuade both 
led B des to accept voluntary arbitration. 

Direct the Attorney General to seek 
of an injunction for whatever period of 
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to say REPRESENTATIVE McCONNELL 

oi te ...more power for the States? 

HC HIKE 

ntative ’ 
.). of fy tme may be necessary to settle the dis- 


House pute, 


wort @ , Union welfare funds, Mr. McConnell 


ides believes, should be more closely super- 
pm vised. He suggests that State insurance 
vnnells jy “Missions are appropriate agencies to 
do the supervising. 

Jom t0 The chairman of the House Labor 
is Mr Committee also is convinced that some- 
ae thing must be done to strengthen the 
ay Act administration of Taft-Hartley, but 
aed makes no recommendation. He lists these 
varios ws the three principal ideas under con- 
rhs be sideration: 

tion By (1) Enlarge the National Labor Re- 
1 Gov ations Board from 5 to 7 members; (2) 
ypes & — NLRB, turn over some of its 
tes at “Ulies to a smaller agency and let the 


courts handle cases of unfair labor prac- 
tice; or (8) establish a special court to 
andle cases of unfair labor practice. 


DECEMBER 11, 1953 


r regi 


’ 





REPORT 











(Advertisement) 


es 
































Christmas will be just another day 
in the year for Nikolaos, aged 10. 


Home is a hut light comes 
through the doorway. His bed is the 
earthen floor on which dirty rags are 
spread at night. There will be no fes- 
tive board, no father to grace the 
table, no holiday cheer. Christmas 
dinner may be a scrap of bread. 
Nikolaos is the eldest of three 
children whose father was killed in 
the fighting in Greece. His mother, 
ill, forages for food in the hills to 
feed her children. It’s hard to believe 
that in the Year of Our Lord, 1953, 
children like Nikolaos will not know 
the spirit of Christmas. To him, 
Christmas is just another day—and 
every day means deepest despair. 
You alone, or as a member of a 
group, can help these children by be- 
coming a Foster Parent. You will be 
sent the case history and picture of 
“your” child upon receipt of applica- 
tion with initial payment. Your re- 
lationship with “your” child is on a 
most personal level . . . we do no 


No 
Christmas 
for 
Nikolaos 


mass relief. Each child, treated as an 
individual, receives food, clothing, 
shelter, education and medical care 
according to his or her needs. 

“Your” child is told that you are 
the Foster Parent, and correspond- 
ence through our office is encour- 
aged. At once the child is touched by 
love and thus a sense of belonging is 
created. 

The Plan is a non-political, non- 
profit, non-sectarian, independent re- 
lief organization helping children in 
Greece, France, Belgium, Italy, Hol- 
land, England, Western Germany 
and Korea. It is registered under No. 
VFA-019 with the Voluntary Foreign 
Aid of the U.S. government. 

How much brighter your Holiday 
Season will be this year knowing 
that you have brought the spirit of 
Christmas into another child’s life. 
Your help—be it individual, or club 
project—is vital to some child strug- 
gling for life itself. Your help can 
mean and do so much. Won’t you 
let some child love you? 


Contributions Deductible From Income Tax 


Faster Pavents’ Plan 


For War Childeen, uc. 


55 W. 42nd Street, New York 36, N. Y. 


PARTIAL LIST OF SPONSORS AND FOSTER PARENTS 


Arturo Toscanini, Mary Pickford, Mrs. William Paley, Jean Tennyson, Helen Hayes, 


Edward R. Murrow, Larry LeSeuer, Ned Calmer, Mrs. Gardner Cowles 


FOSTER PARENTS’ PLAN FOR WAR CHILDREN, INC. 
55 W. 42nd St., New York 36, N. Y. 
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LO 4-6647 


US-12-53 
In Canada: P. O. Box 65, Station B, Montreal, Que. 














A. I wish to become a Foster Parent of a War Child for one year. If possible, sex................0.:cccecees 
I will pay $15 a month for one year ($180). Payment will be made monthly ( ), quarterly ( ), 
yearly ( ). I enclose herewith my first payment $.................ccccccccesesseeeseeseetesene 

B. I cannot ‘‘adopt’’ a child, but I would like to help a child by contributing $. 

Name......... 

Address 

City. Zone State Date. 

Contributions are deductible from Income Tax 


= 
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YOUR OLD-AGE PENSION: HOW SAFE? |- 


Doubts raised about the cer- 
tainty of future old-age retire- 
ment checks are heavily dis- 
counted by most Congressmen. 

Legally, they admit, your ‘‘old- 
age insurance policy’’ may not 
be as sound as a Government 
bond. What one Congress pro- 
vides another can take away. 

Yet few Congressmen see can- 
cellation of pension rights as 
anything but political suicide. 


Serious and disquieting doubts are 
being raised in the minds of millions 
about the big Social Security system 
on which most families are counting 
for future retirement checks. 

An _ investigating subcommittee of 
Congress has just brought out what, to 
most families, is a new and startling 
fact: Whatever you may think about the 
certainty of the future retirement check 
held out to you by the Government’s 
“old-age insurance” system, you have no 
individual contract that binds the Gov- 
ernment to pay up when the time comes. 
Your pay-roll tax is not “buying an in- 
surance policy.” 

Congress, the subcommittee made 
clear, can alter or even cancel the pen- 
sion rights you have been promised— 
and keep for general Government ex- 
penses the money you have paid into 
the system. 

Shaky ‘security’? That disclosure has 
raised a question as to how much secu- 
rity there is in Social Security. With more 
than 47 million workers and their fam- 
ilies now in the system and building up 
credits toward retirement pay, the state- 
ment has created widespread confusion 
on the old-age planning front. 

It made the future look pretty uncer- 
tain, too, to the 4.3 million aged persons 
already retired on their old-age insur- 
ance pay. In efiect tney were warned 
that their monthly checks, provided by 
actions of past Congresses that have 
gone out of existence, can be cut off at 
any time by Congress. 

Answers to questions the statement 
raises are to be found in the law itself, 
and in the area of politics. 

Specifically, the commitment made in 
law is this: “Every individual who is. . . 
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No Contract, But the Law Promises Payment} 


What Workers |‘ 
Are Promised |: 


In Old Age |: 





THE LAW DECLARES: “Every individual who “ 
is... fully insured [and] has attained retire- § , 
ment age...shall be entitled to an old-age =f an 
insurance benefit...” 1 


John Doe, mill hand, makes $300 a month, Me 
pays a Social Security pay-roll tax of $4.50 ves 
a month. 


Millowners, where John works, also pay a = ff ¢ 
tax of $4.50 a month on his wages. are 





Wages, on which taxes are paid, are record- 
ed in John’s name and to his credit in ac 
counts of the Social Security Administration. 













Part of the pay-roll taxes goes into the So- 
cial Security “Trust Fund,” which will draw 
interest and help pay John’s future benefit. 









At age 65, John Doe applies to his Govern 
ment for his $85-a-month benefit, quits his 
job and retires. 























© 1953, By U.S. News Pub. Corp. 


U. S. NEWS & WORLD REPOR 












nt 





Corp. 












fully insured . . . has attained retirement 
age ++: and has filed application for old- 
age insurance benefits, shall be entitled 
to an old-age insurance benefit . . . 

jf, in other words, you work long 
enough and steadily enough under So- 
cial Security coverage, the law prom- 
es that upon retirement at age 65 
you can start drawing old-age insurance 
checks. 

Other assuring words in the law are 
significant. Congress has labeled the pro- 
sram “old-age and survivors insurance.” 
The reserve fund, in the law, is “the 
Trust Fund,” a fund in trust for workers 
who have made contributions that a re- 
tirement policy would call premiums. 
There is provided a “Board of Trustees,” 
whose “duty .. . [it shall be] . . . to hold 
the Trust Fund.” A “Managing Trustee” 
is also provided. 

What all this means, to the worker, is 
that Congress after Congress has given 
approval to an old-age-insurance system 
that is just as certain to pay off at age 65 
as is private insurance. That, to millions 
of workers and their families, is a firm 
and binding commitment. 

The other side of the story is given 
by Representative Carl T. Curtis (Rep.), 
of Nebraska, chairman of the Ways and 
Means subcommittee that has been in- 
vestigating the 18-year-old program. 

Old-age insurance, Mr. Curtis finds, is 
not insurance at all, Its benefits are not 
pledged on any legally assured basis, un- 
der any individual contract. And they 
went paid on anything like an ordinary 
annuity basis. ’ 

The Congressman points out that, for 
workers in various situatior.s, the top 
monthly benefit of $127.50, for a man 
and wife, will be obtained at a cost in 
pay-roll tax of $81 ior some, around 
$800 for others, and several thousand 
dollars for those who are to retire years 
hence, Other workers, now retired after 
paying in as much as several hundred 
dollars each, are unable to draw any old- 
age money at all. 

All this, Mr. Curtis says, shows very 
clearly that the federal program is not 
insurance, and that it can be changed or 
scrapped by Congress at any time. Work- 
es’ benefits can be raised, or lowered, 
even after they retire. And the retired 
aged can be thrown off the rolls in a 
group, if not by this Congress, then per- 
haps by the next, or the one after that. 
Social Security, he says, may be social, 
but it isn’t security. 

If Mr. Curtis is on sound legal ground 
~and it’s freely admitted that he is— 
then what assurance co workers have of 
receiving future retirement pay? 

The truth is that the check you're 
counting on from the old-age retirement 
ystem is just about as certain as Con- 
Sess could make it. The fact that the 
life of the program is at the mercy of fu- 
ture Congresses makes your prospect no 

(Continued on page 98) 
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You can’t meet 


Payrolls 


with Receivables 





You can’t pay 


Bills 


with Inventory 





You can't pay 


Taxes 


with Fixed Assets 





If your business needs 


CASH’ 


get in touch with 
Commercial Credit 


*$25,000 OR MILLIONS 





Manufacturers and wholesalers will use over 600 Mittion Do.tars of 
CommerciAL Crepit funds for working capital purposes this year. If 
your business needs more cash than you can get from usual borrowing 
sources, we should be able to work together to advantage. 


COMMERCIAL CREDIT'S method is continuous. There are no calls or 
renewals. Our method is fast, with cash usually available within 3 to 5 
days from first contact, no matter where your company is located in 
the U. S. There is no interference with ownership, management or 
profits. There are none of the disadvantages that sometimes result 
from taking in partners or selling additional stock. You pay no pre- 
liminary charges. You pay only for the money you use as your need 
varies. The charge you pay CoMMERCIAL CREDIT is a tax deductible 


expense. 


If you can use more working capital, let us send you additional infor- 
mation about our method. What you learn about its features can 
serve as a valuable yardstick in measuring other possibilities available 
to you. Write the nearest ComMMERCIAL CREDIT CoRPoRATION Office 
listed below and say, “Send me information about plan offered in 


U.S. News.” 











Ba.timoreE 1 - 200 W. Baltimore St. 
Los ANGELEs 14-722 S. Spring St. 
San Francisco 6-112 Pine St. 


New York 17 - 100 E. 42nd St. 
Cuicaco 6-222 W. Adams St. 


A Service Available Through Subsidiaries of 


Commercia Crevit Company 
. Capital and Surplus Over $135,000,000 














money for business I 


We have an unusual attitude cowards | 


money. 


This year we will furnish more than 
half a billion dollars to a wide variety 
of American industrial and commercial 
firms. 


As the largest company in America 


. . | 
devoted exclusively to commercial 
financing, we think of money as a spe- | 


cific which, intelligently used, will re- 
store an inherently sound business to 
financial independence. 


Some businesses deal only in good 
advice. We render counsel as well as 
READY MONEY IN REQUIRED AMOUNTS. 


Much of our business now comes to 
us from bankers who are expert diag- 
nosticians of financial ills: Clogged 
financial arteries, piled up accounts re- 
ceivable, overloaded inventories, insuf- 
ficient working capital. 


Management executives deal with us 
directly on a close and confidential 
basis. Consultation about HELLER com- 
mercial financing involves no obliga- 
tion. 

To learn the facts, write for a free 
copy of our brochure: Operating Dol- 
lars for Every Business. You are also 
invited to consult us, by letter or in per- 
son, about specific financing problems. 


Walter E. Heller & Company 


Bankers Building 
Chicago 90, Illinois 


Ten East Fortieth St. 
New York, New York 
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. . - Political facts of life protect Social Security 


less sure than that of millions of workers 
under other programs. 

Government workers provide an ex- 
ample. They have no contract either. In- 
stead, they have a “certificate of mem- 
bership” in the Civil Service retirement 
system. Their certificate bears the warn- 
ing that retirement features are “sub- 
ject to change by legislation.” It could 
be added that their retirements are sub- 
ject to cancellation. 

Armed-forces personnel, who signed 
up with a promise of retirement checks 
after long service, are in the same situa- 
tion. Even the 150,000 officers and men 
already on the retired rolls can be cut 
off. What one Congress promises, with- 
out a binding contract, another can 
withhold. 

The situation is the same for 3.6 mil- 
lion veterans and their survivors now 
drawing compensation and _ pensions 
that go back as far as the Mexican War. 
Congress can renege on the promise to 
them, too. 

The country’s railroad workers have 
one of the most liberal retirement pro- 
grams of all. They will continue to en- 
joy it as long as Congress permits. 

Even Representative Curtis himself has 
no contract that guarantees to him the 
pension voted by Congress. The law, re- 
cently amended to provide pensions for 
former members of Congress, can be re- 
pealed at any time. 

Private pension plans, of course, are 
of a different sort. Yet many of them 
provide assurance no more real or cer- 
tain than that offered under the fed- 
eral old-age-insurance system. 

Individually purchased annuities, ob- 
viously, include contracts enforceable in 
court. They're sure to pay off—as long as 
the issuing company is solvent. 

In group pension plans, now provided 
by thousands of companies, trustees take 
the contributions and either invest 
them for the pension fund or purchase in- 
dividual contracts from insurance com- 
panies. Under the one plan, investments 
can go sour and, conceivably, wipe out 
the worker's equity. Under the other, 
contracts once bought, will pay off. Yet if 
financial distress should force a com- 
pany to abandon its plan, the larger 
pensions that were to result from future 
contributions would be lost to the worker. 

What all this boils down to is that 
virtually all retirement plans are de- 
pendent either on the actions of future 
Congresses or on national events even 
less predictable. 

One final question raised by Mr. 
Curtis’s investigation relates to the as- 
surance of future old-age checks under 
a proposed pay-as-you-go plan. That 


system would provide no huge reserye 
fund to back up promised benefits, Yet 
the full taxing and borrowing powers oj 
the Government would still be available 
to back up commitments made by Cp. 
gress. 

In the last analysis, it’s politics tha 
provides the real answer to the ques. 
tion of whether Congress ever woyjj 
welsh on the commitment made 
workers. While Mr. Curtis is underlining 
the legal technicalities involved, othe; 
Congressmen are pointing to some othe, 
factors. 

Actions of Congress itself, they Point 
out, have caused workers to think of 
their program in insurance terms, anj 





An Official Word 
On Your Pension 


Mrs. Oveta Culp Hobby, 
Secretary of Health, Education 
and Welfare, was asked by U.S. 
News & World Report if she 
thought it conceivable that 
workers would not get the old- 
age benefits they expect under 
Social Security. 


Here is her reply: 


“For those who are quali- 
fied under the law, which was 
enacted by Congress and can 
be changed only by Congress, 
their benefits, in my opinion, 
are as safe and sure as the 
financial integrity of the Gov- 
ernment.” 











to regard their retirement check as m 
less certain than old age itself. 

In this situation, few members o 
Congress who want to go on sitting in 
their high legislative seats would da 
to attack openly old-age benefits. Eve 
Mr. Curtis’s present effort toward changes 
that he feels would “improve an 
strengthen” the program are arousilg 
the openly expressed suspicions of labor 
groups and of Democrats. 

It is these “political facts of life” th 
Congressmen are citing as the real a 
swer to the questions raised by Mr. Cur 
tis. Future members of Congress, its 
agreed, are hardly likely to risk the de 
liberate political suicide that is involve 
in reneging on such a firm commitmet! 
made for so long to so many people. 

It is these political realities, say m0 
members of Congress, that can be coutt 
ed on to keep the old-age retiremet! 
plan paying off in future years. 
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Announcing UNITED'S 
STOCK MARKET OUTLOOK 





for 1954 





What Investors are asking 
about profit prospects in ’54 


STOCKS — Is a bull or bear market ahead? 
Will special factors push many stocks to new 
highs, or is a deep decline imminent? See 
predictions in new UNITED Forecast. 


BUSINESS — Will high consumer spending 
and increased H-bomb defense outlays sus- 
tain business in ‘54? Will rising costs cut 
profit margins? What outlook for earnings — 
dividends — taxes? 


INFLATION — Is inflation dead or merely 
dormant? Will continued government deficits 
cause new price rise? Are stocks and real 
estate still better investments than cash? 
Will living costs continue to rise? 


RAILS, OILS, UTILITIES — What outlook 
for these industries? Are Oil Stocks now in 
a buying range? Will Utilities continue their 
steady performance? Are Rails most vulner- 
able to a business decline? 


GROWTH INDUSTRIES — What outlook for 
Atomic Energy, Television, Electronics, 
Chemicals, Plastics, Air Conditioning, Air- 
craft and Air lines? Read UNITED Outlook 
for 1954 for new investment opportunities, 





TIME-TESTED BY INVESTORS 


These UNITED Annual Forecasts on Business 
and Securities — issued each December for the 
past 26 years — have become the most widely read 
of any issued by an investment advisory service. 
Demand for these Annual Forecasts has become 
greater year after year as investors come to 
recognize their reliability. Don’t delay! Order 
your copy today. 


Send for Your Copy Today 


To receive your copy of this timely UNITED Forecast — just off the press — 
send in the coupon below. You will receive the 12-page Annual Forecast for 
1954 with our staff recommendation of 20 stocks for appreciation and liberal 
yield, and the next four issues of UNITED Service. 


Yours with One Months Trial Subscription 





ERE IS THE ANNUAL FORECAST on Stocks, Bonds and Busi- 

ness that thousands of investors have looked forward to each year 
for the past 26 years. It is the only Annual Outlook that gives you a 
UNITED OPINION of the country’s leading investment authorities. 
This year interest in this exclusive UNITED Forecast is even greater 
because of widespread uncertainty over business and stocks. 


This 12-page Report, with its specific forecasts and recommendations 
can help you better your investment results in 1954. As a special feature 
it includes our Staff selection of the most promising stocks for appreciation 
and liberal income. 





20 STOCKS SELECTED AS 
MOST PROMISING FOR 1954 


10 Outstanding Issues for Appreciation 
These stocks are selected as potential market leaders. They represent the pick 
of hundreds of issues analyzed by our Staff. Included are stocks headed for 
larger earnings in "54; bargains in overdeflated issues; and some interesting 
special situations. Most important, all represent companies headed for greater 
prosperity in the new year. 


5 “New Product” Stocks for Growth 


This selection includes well-established Growth Stocks of unusual promise. 
These are ably-managed, vigorous companies with new products and processes 
with broad fields for further expansion. 


5 Stocks for Liberal Income 
Many good quality stocks with long earnings and dividend records, offer you 
double the income return of banks and high grade bonds. Our Staff selects 5 
such attractive issues, yielding up to 6.5%. 
Be sure to read this 20-Stock Report 
before making your plans for 1954 
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Stocks, Bond, 
@nd Business 


; i a a - 
To introduce the many valuable features of UNITED | 

° ‘ | De” RRP Pe TINT PP REE TEE re Cr rr ry Pore yr 
Business and Investment Service to new readers, we 
will send the weekly UNITED Reports for one month, 1 Address SOSH HSHSHHH HHH HHH HESHE SESH SESH HSSES ESOS EEE ESOS HEHEHE ESS 
together with our Annual Forecast for 1954, $] yn CR ee a ae ee Ee Ce en a Re cee UN-38 
with 20 outstanding stocks, for only..... sees 


(This offer open to new readers only.) 


i . Fill i 
RET NOW! 5004 81, wih oe coupon. Fill ie name 





UNITED BUSINESS SERVICE 


210 NEWBURY STREET BOSTON 16, MASS. 







































y__ PLUS 


Spending by consumers and by users 
of capital goods is now holding at a 
good rate, despite lower activity in 
production and wholesale distribution. 

Department-store sales rose 3 per cent 
in November and were 6 per cent 
above September. There was a sharp 
rise on the indicator below in the 
week ended November 28. 

Capital-goods purchases are going on 
without interruption. Business, by all 
indications, is to keep its plant-and- 
equipment spending on a plateau for 
some months to come. Construction 
activity climbed to a rate of 35 bil- 
lion dollars per year in November, 
highest since June. Contract awards 
in October were at the best rate for 
this year. 

Psychology of stock and commodity 
buyers is better than a while back. 
Stock prices have risen steadily for 
12 weeks. On December 3, the Dow- 
Jones industrial average was at its 
highest since last spring, 11 per cent 
above the 1953 low, only 4 per cent 
below the high. Wholesale prices 
edged higher in the two weeks ended 
December 1, led by farm products. 

Factory output slipped to 238 on the 
indicator in the week ended Novem- 
ber 28. Not since September, 1952, 
has there been a monthly rate so low 
Steel operations were at 86.8 per cent 
of capacity. Auto and truck output, at 
68,732, was the lowest in over a year. 

The petroleum industry is cutting op- 
erations. Crude output was heavy in 
the third quarter, consumption lower. 
Gasoline stocks on October 1 were 
20 per cent above a year ago. 

In construction, opposing forces are at 
work. A tendency for activity to sag 
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has been noted in home building and 
in military, naval, industrial and farm 
construction. Against this, there is 
buoyancy in commercial, public-utili- 
ty and highway work. In a middle 
ground are schools, churches, hos- 
pitals, all more or less on a high 
plateau. 


The main pull in construction seems to 


be downward. As the top chart shows, 


Physical Volume of Construction 
And U.S. Population 














4 
Low Point of 
World War 1 


Listilitiibisertissitisistitiptiipitisiptirirs 
1915 '20 '25 °30 "35 ‘40 ‘45 ‘50 ‘55 ‘60 
*Estimotes for 1954 and 1960 
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the physical volume of construction 
has been above normal in relation to 
population for about five years, almost 
as far above normal as in the 1920s. 
By now, much of the backlog of work 
arising from low activity in the 1930s 
and in World War II has been taken 
care of. 


— DEPARTMENT-STORE TRADE 
(FRB) 


Population, as the chart shows, jg j 
grow rapidly from now to 1960, by 
hardly fast enough to keep constny. 
tion up without some added prop, 

Government aids to construction (i, 
be counted on. First point of attack j 
in the field of home building. Unles 
stopped, a downturn there could |e, 
to a reduction later in building of 
schools, hospitals, sewer and water 
projects and other facilities related j) 
new home developments. 

Rehabilitation, repair and maintenane 
of homes is already at a rate of ove 
5 billions per year—half the annul 
cost of new homes. The Administr. 
tion, it is expected, will soon af 
Congress to vote more liberal mor. 
gage insurance for this kind of spend. 
ing. Aim is to keep blighted area 
from becoming slums, also to pemit 
homeowners to expand their present 
homes to fill the need of growing 
families. 

Slum-clearance projects, undertake 
with Government loans and grant, 
already call for removal of 70,000 
ramshackle homes. Each one tom 
down creates new demand for living 
quarters. 

Untapped demand is still to be foun 
among low income groups and racial 
minorities. To satisfy it, Congress wil 
doubtless be asked to vote more lib. 
eral mortgage insurance, perhaps some 
form of housing subsidy. 

Demand for consumer and capital good 
must stay strong next year if busines 
activity is to avoid a further drop. For 
tunately, tax changes benefiting cor- 
sumers, as well as business and credit 
aids to help construction, are to be 
expected rather soon. 
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all they remembered 


was the smile 


Because he painted the eiusive smile 
of a lady named Lisa, the world 
remembers Leonardo da Vinci as a 
great artist . . . forgetting that he was 
a pioneer in modern anatomy... 
inventor of a parachute and a helicopter 
... architect, engineer, scientist ... 
the man who used steam before 

Watt and knew before Copernicus 


that the sun stood still. 


At Rand M€Nally we have a similar 
situation. Our name has so long been 
*known for fine maps and atlases 
that many people fail to realize that 
we are also publishers and creative 
printers. Publishers of outstanding 
children’s books, textbooks, and 
adult nonfiction. Printers of the 
nation’s travel tickets, timetables, and 
commercial catalogs. Craftsmen with 
a reputation for accuracy and creative 


imagination in many fields. 
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SW Men Can Help You With... 


ENGINEERING 

STONE & WEBSTER ENGI- 
NEERING CORPORATION ren- 
ders complete design and con- 
struction services for power 
and industrial projects and, 
through its BADGER PROCESS 
DIVISION, offers similar facil- 
ities in the petroleum, chemical 
and pharmaceutical fields. 


FINANCING 

STONE & WEBSTER SECURI- 
TIES CORPORATION offers 
complete financial services, in 
obtaining funds for meritorious 
new enterprises, in securing 
capital for enlarging the scope 
of established businesses and 
in developing and carrying out 
sound refinancing plans. 





MANAGEMENT 

STONE & WEBSTER SERVICE 
CORPORATION supplies advis- 
ory services for the operation 
and development of public 
utilities, transportation com- 
panies and industries; also pro- 
vides special services on a fee 
basis to meet specific problems, 


STONE & WEBSTER, INCORPORATED—Through these separate corporations under 
its general direction, Stone & Webster brings long-established standards of per- 
formance to the fields of engineering, business operation, and finance. Singly, or 
in combination under one roof, these services are available to American industry, 


STONE & WEBSTER, cxcorporated rN 


STONE & WEBSTER ENGINEERING CORPORATION STONE & WEBSTER SERVICE CORPORATION 
STONE & WEBSTER SECURITIES CORPORATION 
90 BROAD STREET ¢ NEW YORK #4, N. Y. 
STONE & WEBSTER CANADA LIMITED, 44 KING STREET WEST, TORONTO 











LONDON @ SINGAPORE @® JAKARTA ® WASHINGTON 


>> Widespread demands for higher wages in British heavy industry really worry 
the Churchill Government. Two million workers went out on strike last week in 
the biggest industrial tie-up in Britain since 1926. It was just a one-day 
affair, a display of muscle flexing, but it showed the extent of the rank-and- 
file support of union demands for better pay. 

Chain reaction of higher wages is what bothers the British Government. 

Higher wages mean higher manufacturing costs. 

Higher costs mean higher selling prices--usually. 

Higher prices mean fewer export sales. Buyers can be choosy today. 

Exports are Britain's lifeblood. Already exports--not going too well--cause 
concern. Too much available business is going to competitors, London feels. 
Here's an example that recently shocked the British House of Commons: 

India needs 480 locomotives. Indian railway equipment is traditionally 
British. But British manufacturers bid on this locomotive business and lost. 
Competitors in four other countries underbid the British. German firms will 
build 270 of these locomotives; Japanese, 125; Austrian, 60; Italian, 25. 

High price tags lost this big piece of business for the British. 

And now workers in British locomotive plants, as well as other heavy indus= 
try, are asking for a 15 per cent raise in wages. 

Employers, as always, claim they just can't meet such demands. 

The Government hopes to stay out of the middle in this fight but obviously 
is anxious to restrain the workers' demands. 




















>> British wage level affects prospects in the home market as well as the 
export market. Rising purchasing power boosts sales at home. 
Easy selling at home makes some British firms lax about pushing export 
sales. This is especially true of consumer goods such as hosiery and knitwear. 
This was the risk R. A. Butler, British Chancellor of the Exchequer, took 
when he cut taxes last spring, leaving more money in the pockets of the people. 
Idea was that, as a result, Britons would be happier (as, indeed, they are), 
work harder, buckle down and produce more for both the home and export markets. 





>> Fact is, Britain has been losing ground in the race for export markets. 


British share in world trade fell between 1950 and 1952. World exports 
rose 7 per cent but British exports dropped 5 per cent. This trend continues. 
In manufactures, the British share of exports by the 10 main exporting 

countries declined from 26 per cent to 22 per cent between 1950 and 1952. 
In machinery, automobiles and rayon, the British share declined; in chemi- 
cals, cotton piece goods and wool fabrics, it was maintained. 








(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


Western Germany gained where Britain lost ground in machinery, electrical 
equipment and automobiles. Japan gained in rayon; the U.S., in cotton goods. 

General impression is that Britain has been at somewhat of a disadvantage 
as an exporter since such a large share of her exports is in the soft-goods 
field. And, in the world's trade of the last two years, the chief expansion has 
been in durable goods. Part of Britain's capacity for turning out capital goods 
has been diverted to rearmament. Germany and Japan haven't been burdened by 
rearming yet. When they do rearm, the British disadvantage will be less. 








>> Business conditions in Southeast Asia are getting pretty uncomfortable. 
Most of the trouble can be traced to commodity difficulties. 

Malaya's economic fortunes are tied closely to rubber and tin. The long 
price declines for both are pulling down wages of many workers. The Government 
is in financial straits because revenues are so dependent on rubber and tin 
taxes of one kind and another. The campaign against the Communist bandits goes 
well but still is a big drain on the Government treasury. Malaya needs outside 
loans and, for a time, must live in a more austere way. 

Indonesia is in shaky shape. Exports are falling off badly--again mainly 
because of price declines in rubber, tin, copra and other products. Matter of 
fact, Indonesia is not making both ends meet in her foreign transactions. In- 
ternally, there's a budget deficit--and creeping inflation of prices. The new 
Government is moving toward nationalization of several industries. Yet Indone- 
Sians say they would welcome American capital investment. 

Thailand, also having export troubles, is tightening up on import regula- 
tions. The Thais haven't been able to export as much of their big cash crop, 
rice, as they had hoped. Decline in rubber prices hurts export earnings, too. 





>> A suggestion comes out of Singapore that Malaya and Indonesia should get 
together and restrict rubber production. There's surplus of natural rubber in 
the free world. Most Malayans and Indonesians do not believe that U.S. will go 
along with proposals for building up an international stock of rubber to sustain 
prices. But, they feel, something has to be done to stabilize rubber. 

Indonesian officials, in desperation, have said they would sell rubber to 
Communist China. Last week Peiping announced a trade deal with Indonesia. 

Washington will be put on the spot if Indonesian rubber really is to go to 
China. This would be a violation of the spirit of the Battle Act. This law 
provides for cutting off U.S. aid or financial assistance to countries sending 
Strategic materials to Communist countries. Indonesia is getting U.S. technical 
assistance and loans from the Export-Import Bank. 

Cutoff of U.S. aid would be serious for wobbly Indonesia. 








>> This Indonesian matter points up the whole Asian trade problem today. 

U.S. stockpiling of tin and rubber has drained off surpluses for several 
years past. Now these purchases are falling off. Who is going to take the sur- 
pluses? Moscow and Peiping naturally see the possibilities. They got their 
foot in the door buying Ceylonese rubber. That was just a starter. 

It's not only Southeast Asia that is fertile ground for Communist trade 
penetration. India has just signed a trade agreement with Russia. The Japanese 
are champing at the bit to trade more with China.....It looks as if the U.S. and 
Western Allies are in for a major trade battle in "free" Asia. 
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Taxes affect 
WHAT'S 


OKING 


in your company’s 
cafeteria! 


“Zn 
gt J 


v4 HEN TAX CHANGES OCCUR — will 
your employee feeding costs absorb a much larger share of 
net eatnings? Will your costs—that now amount to only a 
few cents after taxes —jump two or three times and eat up 
a larger portion of net profits? 


Today, with the prospect of a drastically changed tax 
picture, more and more management-wise firms are inves- 
tigating the various means offered by Factory Stores—food 
management specialists—to conserve operating profits 
by improving the efficiency of their ¢mployee feeding. 


Factory Stores, with many hundreds of specialists on its 
staff, assumes full responsibility for the management and 
operation of whatever type of food service is best suited 
to your needs —cafeterias, canteens, mobile units, snack 
bars or executive dining rooms. You gain improved em- 
ployee relationship and increased efficiency —at the lowest 
possible cost to you and to your employees. 


SPECIALISTS IN FOOD SERVICE 
MANAGEMENT SINCE 1919 


SERVING: National Tube, Moloney Electric, Anheuser-Busch, Allegheny- 
Ludlum, Bridgeport Brass, Ohio Rubber and many other leaders in industry 


What about your food service? 


Pace of service—is it slow? 
Facilities—convenient to all? 

Layout and equipment— how efficient? 
Food — palatable... varied? 
Prices — reasonable? 
Purchasing — advantageous? 
Employee reaction—helpful? 


SEND FOR FREE BOOKLET 


If you are one of the many execu- 
tives operating or contemplating 
in-plant food service, this booklet 
will supply information that will 
enable you to fully evaluate your 
employee feeding program. 


FACTORY STORES 
SEVENTIETH-EUCLID BUILDING 
CLEVELAND 3, OHIO 


Without obligation please send me your 20 page 
booklet on Industrial Food Service Management. 


Name 





Title 





Company 





Address 

















with a group of newspapermen, when the releases were made, 
and in similar circumstances. That was my only contact with 
her and I have had no contact with her since . . . 

Mr. Sourwine: When was it that you knew her in Moscow? 

Mr. Davies: In Moscow, 1945 through April of 1947... 

Mr. Sourwine: Did you ever recommend to a representa- 
tive of another agency of the Government, that is, other than 
the State Department, that Anna Louise Strong be utilized 
by that agency? 

Mr. Davies: Yes. 

Mr. Sourwine: Can you tell us anything more about the 
occasion on which you made that recommendation? 

Mr. Davies: No; for the reasons which I have cited in the 
other cases . . . 

Mr. Sourwine: Now, did you ever recommend that Anna 
Louise Strong be set up in an office by some agency of the 
Government? 

Mr. Davies: No... 

Mr. Sourwine: Do you know Professor John Fairbank? 

Mr. Davies: Yes . . . I met Mr. Fairbank in 1933 or 1934 
when he was a student, doing a thesis on the Chinese mari- 
time customs. This was in Peking. I was a language officer at 
that time. 

I knew him fairly well, because we had many interesting 
comments. I was at that time, as I said, a student, and we 
were covering much the same ground. 

_I have maintained this acquaintanceship with Fairbank 
over these subsequent years. I cannot say when I next saw 
him after I left Peking in 1935. 

In 1937, I think, was the next time I met him, and that 
was when I was home on leave, and then only briefly. 

During the war he was a Government official employed in 
General Donovan’s office. 

Mr. Sourwine: The Office of Strategic Services? 

Mr. Davies: It preceded the OSS. I have forgotten the 
name of it... 

He was in the book and periodicals acquisition organiza- 
tion. I do not recall under what office that was. It may have 
been under OSS or it may have been part of the State De- 
partment. But at any rate he was, during the war, in China 
as an official, carrying out official duties. 

At that period I saw a good deal of him when I went to 
China and I saw him also, I think, in the United States when 
he came back and he was OWI. 

Mr. Sourwine: That is the Office of War Information? 

Mr. Davies: Office of War Information. After the war years 
I did not see him again until I returned to the United States 
in 1947 .. . I have since seen him occasionally as he comes to 
Washington. Sometimes I discover he has been in Washing- 
ton and I have not seen him. Sometimes we meet and have 
lunch together, or I go to his house for a drink, and that has 
been our relationship . . . 

Mr. Sourwine: You are friends of long standing? 

Mr. Davies: We are friends of long standing .. . 

Mr. Sourwine: Do you have an opinion with regard to the 
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question of whether he had any connection with Communi, 
or Communist-front organizations? 

Mr. Davies: In my long acquaintance with him [ have see, 7 
not the slightest evidence of any connections which might }, M 
considered disloyal to the United States .. . 

Mr. Sourwine: Did you ever recommend that Mr, Py, 


bank be used for consultation and guidance by an ageney : 
the United States? ee 
Mr. Davies: No. - 
Mr. Sourwine: Did you ever recommend that Mr, Paj. it 
bank be used to prepare materials for another agency oj = 
the Government? oe 
Mr. Davies: My answer to that is that I cannot reply to j a 
because to do so would be to go into a top-secret operi- . 
tion, which I don’t feel ready to do... ‘. 
Mr. Sourwine: Did you ever recommend to a representy. J. 
tive of an agency of Government other than the State Dp. re 
partment the utilization of Mr. Fairbank by that agency? Agne 
Mr. Davies: Yes. ' eo 
Mr. Sourwine: Can you tell us any further details with p. . 
gard to that recommendation? . . 
Mr. Davies: No; for the reasons which I have given wit "' 
respect to the others. By 
Mr. Sourwine: Was Mr. Fairbank’s wife included in thy . 


recommendation? 
* 7 0) 
Mr. Davies: Yes... op 





Mr. Sourwine: Did you ever state that Mr. Fairbank could 5 
be trusted to prepare materials that would represent the ‘ 
proper approach? . . . I call your attention to the fact that the by 
question is slightly different in form from the similar ques * 
tions that have been asked earlier. ere 

Mr. Davies: Yes; I did recommend that, but I can’t go fw. 5 
ther into the reasons... § 

Mr. Sourwine: Did you ever state that you had perfect re 
confidence in both Professor and Mrs. Fairbank? & 

Mr. Davies: Yes . . . I probably have stated that on a mun- “ih 
ber of occasions, because that is what I believe. 

Mr. Sourwine: Did you ever recommend that Professor ar 
Fairbank be set up in an office by some agency of the Gu-§ : 
ernment? k . 

Mr. Davies: No. Be. 

Mr. Sourwine: Did you ever recommend his use for co- rr 
sultation and guidance by another agency of the Goven- ' 
ment? es 


Mr. Davies: No... th 

Mr. Sourwine: Did you ever recommend the use of Mr. Ot 
Fairbank for consultation and guidance by another agency 

< 9 : the 
of the Government: we 

Mr. Davies: No... situt 

Mr. Sourwine: Did you ever state that they were not Con. 


munists, but only very sophisticated, or very politically »- r 
phisticated? Ki 
Mr. Davies: I don’t think I ever used those words. No; 1 digj"™™ 
not. ih 
Mr. Sourwine: That is a categorical answer? re 
Mr. Davies: That is a categorical answer... ra 
Mr. Sourwine: I would like to ask: Can you, without vie aki 
lation of top secret, identify for us the specific general dire ir 
tive under which you were operating? ~ | 
Mr. Davies: It is an NC document, national-security dow . 
ment, establishing the operation, organization, regardisl Dr 


whom I made the personnel recommendations. aid 
Mr. Sourwine: Now, I assume, since you have not ident k 
fied it with more particularity, you feel you cannot, witha] °8 


violating the classification itself? 
Mr. Davies: Yes; ‘that classification is a top-secret 40 
ment. Ms 
Mr. Sourwine: That being the case, will you underti# fm 
to make the proper approach through the proper channels \ Mi 
the persons who might be able to make a determination 4" * 


whether this committee can have that document under , 
classification and subject to the classification, and to infor Mi 
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he committee of the determination which is made in that 
? 

Seen I pavien That I make the approach? 

ht be Mr. Sourwine: I know of no other way, since you cannot 
il] us whom to approach. 

Fai Mr, Davies: I can say that the most appropriate person to 
cy of ff 9 to in the situation is the Director of Central Intelligence, 
Cen. Walter Bedell Smith . . . 

Mr. Sourwine: Do you see any impropriety, sir, in the com- 
Fair. nittee requesting that you make the approach, since you ob- 
°y of iously know specifically what it is, and attempt to get us an 
answer from General Smith? Would it be improper for you 
tity do so? 

per Mr, Davies: I should be glad to do so... 

Mr. Sourwine: Now, sir, do you know whether any of these 
eta By people, that is, Prof. Benjamin Schwartz, Edgar Snow, 
e De- jgnes Smedley, Anna Louise Strong, Prof. John Fairbank and 
cy? his wife, Mrs. Fairbank, were ever hired as a result of this 
| recommendation which you made? 

th re. Mr. Davies: In so far as I know, none of them were 
 Bhired . . 

With Mr, Sourwine: Would you tell us, sir, since the project 
lid not go forward and the people were not utilized in ac- 


ism 





n that ordance with the recommendations, why it still remains a 
top secret? 
i Mr. Davies: Because the authorities who are in charge of 
could is operation consider it in that category . . . 
it the Mr. Sourwine: I would like to ask whether, in connection 
atthe vith your recommendation of these six people, Mr. Davies, 
qt Fou thought it necessary to make any spot check or then-cur- 
ihe rent check with regard to security? a . 
? Mr. Davies: On all operations involving personnel, I con- 
ider it necessary to have a security check . . . 
pert Mr. Sourwine: Did you make such a check with regard 
| io any of these six people? 
‘nul Mr. Davies: No, because that was not in my purview to 
dita nake the check. 
Cov. Mr. Sourwine: You mean you recommended them, subject 
"Bho security check? 
Mr. Davies: This again goes into the nature of the opera- 
weinil lion... That is a question ] cannot answer. 
el Mr. Sourwine: | think on that point we have reached an 
impasse, an amicable impasse, Mr. Chairman, and I have no 
urther questions of this witness at this time. 
ne Other witnesses were being queried, in open sessions, by 


he Senate Internal Security Subcommittee at this time in 
cmnection with the subcommittee’s investigation of the In- 
t Com pttute of Pacific Relations. Mr. Davies's name came up in 
he course of this investigation also. 
On Aug. 7, 1951, Karl August Wittfogel, who identified 
o: I dil himself as a former Communist and professor of Chinese his- 
* Bhory at the University of Washington, was being questioned. 
A portion of the official transcript follows: 
Mr. Wittfogel: I found at least in the mind of one high- 
out Vio ranking gentleman in the State Department with whom I 
| diree¥™e had an opportunity to discuss Chinese affairs, the idea 
that the Chinese Communists may be different from other 
y doct Communists. 
arti Mr. Morris: Who is this high-ranking gentleman? . . . 
Dr. Wittfogel: John P. Davies. 


ally s0- 


t identi 

withou Again, on Aug. 14, 1951, Dr. Davies was mentioned in the 
tstimony of Elizabeth Bentley, also a self-confessed former 

st doce™munist who had turned to the FBI in 1945. From the 
bficial record: 

ndertié Mr. Morris: Miss Bentley, did you ever have any direct 

nek tations with John P. Davies? 7 

‘on asi Miss Bentley: No. 

nder tif Mt. Morris: Did you ever have anything to do with any 

> infor his reports, official State Department reports? 

$ Bentley: Yes, through the Silvermaster group. I was 
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told that he was quite sympathetic to our cause, and I re- 
member one report of his that they gave to me which defi- 
nitely showed that fact . . . 
Mr. Morris: What did the report show, Miss Bentley? 
Miss Bentley: I remember at the time saying, “Yes; they 
were quite right about his sympathies,” because the report 
showed it. 


A third witness who mentioned Mr. Davies during the 
Institute of Pacific Relations hearings was General Wede- 
meyer. He added additional details to his view of the situation 
in China during the late war period, when Mr. Davies was a 
State Department adviser in China. 

General Wedemeyer’s testimony about Mr. Davies came 
on Sept. 19, 1951, in this set of congressional hearings. From 
the official record: 

Mr. Morris: General Wedemeyer, when you assumed com- 
mand of the China theater what civilian members were there 
on duty at that time? This is now in the fall of 1944. 

General Wedemeyer: I had four political advisers 
who had been serving in that capacity on General Stilwell’s 
staff. They included Mr. Jack Service, Mr. John Davies, Mr. 
Raymond Ludden, and Mr. John Emmerson. 

Mr. Morris: How long did they remain as political ad- 
visers to your command after your arrival? 

General Wedemeyer: Only a few months. . . 

Mr. Morris: General, did the recommendations of these 
four political officers coincide with American policy at that 
time? 

General Wedemeyer: . . . If 1 had followed the advice of 
these four advisers, some of the advice that they embodied 
in these reports, in my judgment I would not have been 
carrying out my directive, nor would I have been following 
the policy of my country in that particular area .. . 

Senator Eastland: What was the policy that your political 
advisers put forth? What was their advice to you? 

General Wedemeyer: Sometimes it is quite implicit, Sena- 
tor. Other times it is veiled, but the idea was to give more sup- 
port to the Communist forces in lieu of the Nationalist forces. 
These reports would play up the shortcomings, the malad- 
ministration and the unscrupulousness of Nationalist leaders, 
play up the orderliness or the potentialities of the Commu- 
nist forces in Yunan. 

I could not support the Communists’ political party and 
still carry out what I believed to be the American policy in 
the area... 

Mr. Morris: Would you testify that to the best of your recol- 
lection the reports of these four political officers were uni- 
formly derogatory of the Chinese Nationalist Government? 

General Wedemeyer: I could state that the reports oral and 
written of three, Mr. Service, Mr. Davies and Mr. Ludden, 
were very commendatory in references to the Communists, 
and frequently derogatory in references to the Nationalist 
Government ... 

Mr. Morris: Did you recall any expressions of disagreement 
between any of these Foreign Service officers and yourself 
and General Hurley? 

General Wedemeyer: Well, I did not have any disagreement 
with them. 

Mr. Morris: Did you hear of any? 

General Wedemeyer: Yes, sir; I did. 

Mr. Morris: Would you tell us about it, General Wede- 
meyer? 

General Wedemeyer: Well, Ambassador Hurley moved 
over to my house during the winter of 1944-45 because the 
Japs used to bomb us there and a big boulder had rolled 
into the Ambassador's house, so he moved into my house for 
a few weeks while his house was being renovated. And he, 
in the evening discussions in my home, suggested that these 
four political advisers chat I had be placed under him. That 
seemed logical to me . . . and I told him I would agree to 
that. 
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So we were ordered home in February of 1945 by Presi- 
dent Roosevelt. And when we got back to this country, to the 
Capital, Mr. Hurley requested that those four men be returned 
to him: and to operate in the Embassy . . . That was done. 
Mr. Stimson, as Secretary of War, had requested those four 
political advisers for his friend General Stilwell when General 
Stilwell assumed command out there some years earlier. 

So, Mr. Stimson was interested in my view, and I had 
lunch with him and expressed agreement that they should 
be put back over under the Embassy. I did not express dis- 
approval or concern about these men. I had none. They 
had been loyal to me. I did not agree with their reports. 
I found them to be very bright, keen, and they certainly 
knew most of the Chinese leaders. But, as I indicated, I 
did not analyze their reports nearly as carefully as I should 
have, and talk to them about it, because I was so busily 
involved with military duties. They were put over under the 
Ambassador. 

When we got back, we were only home about a week, and 
we flew back to China, and Mr. Hurley then had some diffi- 
culties with these men. He felt, as he expressed it, that they 
were undermining his efforts to bring about a stability in the 
China area. He finally had one of them transferred . . . 

Finally, Davies was transferred to Moscow, and he came 
over to say good-by to me. At that time Hurley was still living 
with me, and they had quite a heated argument in my 
home... 

Hurley stated to Mr. Davies that he, Davies, had not sup- 
ported Mr. Hurley and had made reports that contravened 
American policy as he, Hurley, understood it, and that he 
was going to ask the State Department to relieve Mr. Davies; 
that is to discharge him . . . 

And Mr. Davies protested very strongly and became highly 
emotional, as did the Ambassador, and there were exchanges. 
I do not recall, really, in fairness to either one of them, what 
was said. 

Senator Ferguson: Well, you can give the substance of it. 

General Wedemeyer: The substance was that Mr. Davies 
felt that he had been loyal, and Mr. Hurley that he had not 
been loyal to him, Hurley, and finally Mr. Hurley agreed not 
co request his discharge but definitely that he should be 
transferred and go to Moscow to see at first hand the opera- 
tion of some of these ideas that Mr. Davies had been espous- 
ing. 

Senator Ferguson: So, it was Mr. Hurley’s idea that he 
would not ask for his discharge from the service? 

General Wedemeyer: Yes, sir. 

Senator Ferguson: But he recommended that Davies be 
sent to Moscow to experience things that he had been advo- 
cating in China? 

Genera! Wedemeyer: Yes, sir . . . 

Senator Ferguson: Did you interpret these things as being 
disloyal? 

General Wedemeyer: I did not, sir, because I did not 
analyze them as I should have carefully. 

Senator Ferguson: | will put it to you now: What is your 
opinion now after you read these reports in the light of all 
the circumstances? Were they disloyal to the Government 
and the policy that we had there? 

General Wedemeyer: I cannot answer that question, sir; 
honestly I cannot answer it. But I can say this: If I had fol- 
lowed their advice, Communism would have run rampant 
over China much more rapidly than it did. 


On Sept. 21, 1951, as a later committee report revealed, 
the Internal Security Subcommittee sent a transcript of Mr. 
Davies’s testimony of August 8 and 10 to the Department of 
Justice for perjury investigation, because of differences be- 
tween the Davies statements and the Munson memo to the 
FBI. 

On Sept. 22, Mr. Davies’s appointment as Deputy Director 
of the Office of Political Affairs in the U.S. High Commis- 
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sioner’s Office was announced by John J. McCloy, U. §, High 
Commissioner for Germany. 

On Oct. 29, 1951, according to a report released the {y), 
lowing summer, the Department of Justice told the Intem,| 
Security Subcommittee that it had found no evidence ¢ 
perjury on Davies’s part. 

The next big development in the Davies story was the tes, 
mony, in open session, of Lyle H. Munson, before the fp. 
ternal Security Subcommittee, on Feb. 15, 1952. Mr. Munsoy, 
who left the CIA for private industry in April, 1950, na 
subpoenaed by the committee. Here is his testimony about th 
Davies proposal of Nov. 16, 1949. From the record: 

Mr. Morris: Mr. Munson, do you recall making a voluntay 
statement to two agents of the Federal Bureau of Investig. 
tion on the 11th of April, of 1950? 

Mr. Munson: On or about that date I did make a statemen, 
to two special agents of the FBI. 

(The statement was produced and identified by Mr, Muy. 
son. Its text follows: ) 

April 11, 1950 

I, Lyle H. Munson, make the following voluntary 
statement to Albert C. Hayden, Jr., and William S. Hyde, 
who have identified themselves to me as special agents 
of the Federal Bureau of Investigation. 

On Wednesday, November 16, 1949, I participated 
in a conference with John P. Davies, Jr., of the Depart- 
ment of State. My memorandum for record, written sub. 
sequent to that meeting, reports the following as the 
substance of Mr. Davies’ comments: 

1. That as regards Chinese personnel, the persons 
most helpful to OPC [Office of Policy Co-ordination jn 
the CIA] would be Chinese with American wives or 
husbands, who consequently had close ties with this 
country. 

2. That he (Davies) had discussed with other OPC 
staff members the matter of employing certain persons 
through appropriate cut-outs, to consult and guide OPC 
in certain activities affecting the Far East. 

3. That the persons he had indicated to them should 
be used were Benjamin K. Schwartz, Edgar Snow, 
Agnes Smedley, Anna Louise Strong, Professor (John) 
Fairbank and wife. 

Mr. Davies expressed the feeling that the above. 
mentioned persons should be used by OPC, and that the 
consultation and guidance and materials prepared by 
them would represent the proper approach. Mr. Davies 
said that he would be perfectly confident to put Profes- 
sor and Mrs. Fairbank at the head of a unit charged with 
producing such materials. He said that he was aware 
that they were considered Communists by some u- 
informed persons, but that they were not Communists, 
but “only very (politically) sophisticated.” 

It was Davies’ suggestion that the above persons be 
situated physically in an office or suite of offices some- 
where other than Washington (probably New York or 
Boston) and that through a cut-out of OPC choosing, 
these persons provide not only guidance, but actually 
produce materials, for OPC utilization. 

Davies was particularly insistent that Dr. Schwartz, 
of the Russian Research Institute at Harvard, be retained 
by OPC for policy guidance in certain fields of its activ- 
ities, and noted that Dr. Schwartz had been most helpful 
to him as a consultant. 

The suggestions and recommendations made by Mr. 
Davies did not constitute an order or directive, nor wert 
they so interpreted by me cr my superiors. 

Lye H. Munsox 

Mr. Sourwine: . . . At this conference, which took plat 
on or about the 16th of November, 1949, were certain reco 
mendations made by Mr. Davies? 

Mr. Munson: Certain recommendations were made bj 
Mr. Davies. 
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High § Mr. Sourwine: Were those unsolicited recommendations, 
that is unsolicited by you? 
fol Mr. Munson: Yes. They were not solicited either by myself 
mal Mor by my confederate, who accompanied me to the conference. 
e off Mr. Sourwine: So far as you know, were they unsolicited 
hy the CIA? 
testi § ~Mr. Munson: So far as I am knowledgeable, they were un- 
» In. olicited by any official of CIA .. . 
s0n,§ Mr, Sourwine: Did he purport to speak as an official of the 
was fl State Department in making his recommendations to you and, 
t the ff hough you, to your agency? 
Mr. Munson: I can only say that at no time did he indicate 
tary hat he was not speaking as an official of the Department of 
tiga. State. 
Mr. Sourwine: Tell us in your own language, please, with 
ment ference to this memorandum—and, if necessary, refresh your 
nemory—just what it was that Mr. Davies recommended with 
Mun- J egard to the six named persons? 
‘Mr. Munson: Mr. Davies expressed the teeling that these 
50 fsx persons should be used by the Central Intelligence Agency 
ty Basa source of consultation and guidance and in the prepara- 
de, ion of materials which might be useful to us in executing our 
nts fi hartered responsibilities. 
Mr. Scurwine: Technically speaking, did that involve em- 
ted Bi lovment of these persons? 
t- ff Mr Munson: Not employment m the sense that you here 
ub- Bi tave employed the court reporter, for example, or, as | 
the B vould understand your relationship, that you are an employe 
if this committee, sir 
Ons Mr. Davies was recommending that we avail ourselves ot 
in’ Bie knowledge, counsel. and guidance of these six persons, 
or Bthat we use them as consultants in assisting us in directing 
this ctivities for which we were responsible. 
Mr. Sourwine: If Mr. Davies’ recommendations had been 
PC Fillowed out, would these persons have become, in the broad 
ons fi ense, a part of the CIA operation? 
PC Mr. Munson: Had Mr. Davies recommendations been 
arried-out—which I repeat, they were not during my period 
uld fit employment there—these persons would have become 
OW, Bionsultants, indirectly, and would have been furnishing 
hn) founsel and suggestions for the consideration of CIA off- 
tials... 
wve- Mr. Davies was recommending the utilization of these 
the fbeople for the purpose of consultation and guidance in prepa 
by ution of materials calculated to be useful to us, indirectly, 
vies Bihrough an intermediary, and in such way that Mr. Snow and 
fes- Bite others would not be cognizant at any time that they were 





vith umishing those suggestions or ideas, recommendations or 
yare @naterials directly to the Central Intelligence Agency. 

nf Mr. Sourwine: Do you mean that his whole proposal clearly 
ists, 


involved keeping these persons in the dark as to how their 


recommendations, suggestions, advice and guidance were 
be Btxing used? 


me Mr. Munson: Mr. Davies had recommended that these per- 
«OF Bsns, as a unit or as a working group, be set up or established 
Ing, Brhysically outside the confines of the Central Intelligence 
ally Bagency establishment and geographically outside the Wash- 
ki ington area, and that contact with them be maintained or 


iegotiated in all cases through an intermediary of CIA 
ined choosing. 

ctl’ Mr. Sourwine: Did he ever suggest himself as that inter- 
pful nediary? 

Mr. Munson: He did not. 


Mr Mr, Sourwine: Did he ever suggest anyone as that inter- 


were Mp, 
__ fj \t. Munson: He made no suggestion as to who that inter- 
er nediary should be. As a matter of fact, it is my recollection 
th that he indicated that this intermediary should be a person 
recur Hf CIA’s own selection or choice. 

I should add, I think, sir, that this recommendation or 
proposal never was refined in thinking or in planning in the 
that we are trying to discuss it here, for the simple 
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reason that the recommendation was rejected by responsible 
and proper CIA officials before any such planning or imple- 
mentation could be considered . . . 

It was my understanding that these persons were to be 
used through an intermediary, that there would be no direct 
contact between any responsible official of the Central Intelli- 
gence Agency and the aforementioned six, but that that con- 
tact would be made through the intermediary for the purpose 
not only of denying these six access to or information about 
Central Intelligence Agency personnel and _ responsibilities 
and activities, but also to preclude their knowledge that they 
were furnishing information directly to or indirectly to the 
Central Intelligence Agency. 

Senator Ferguson: How could you possibly do that, under 
your paragraph? 

| will read it to you: 

“It was Davies’ suggestion that the above persons be 
situated physically in an office or suite of offices somewhere 
other than Washington (probably New York or Boston) and 
that through a cut-out of OPC choosing, these persons provide 
not only guidance, but actually produce materials tor OPC 
utilization.” 

How would you set up six people, of diverse interests, in 
one office or one suite of offices and contact them to get 
guidance and materials for your work and thev not know at 
least what was being done? How do you explain that? 

Mr. Munson: I do not explain it, sir. As I said. the recom- 
mendations never were implemented. 

Senator Ferguson: But I am talking about your statement 
there as to what took place. Did he, or did he not, indicate 
that he had talked it over with the people and they were 
agreeable? 

Mr. Munson: He did not at any time indicate that he had 
discussed this matter with any of these six persons. 

Mr. Sourwine: Mr Munson, was this understood by you 
at the time to be a proposal that these six people be duped 
into turnishing a service for CIA? 

Mr. Munson: I would say rather that it was my impression 
that it was being recommended that CIA should avail itself 
of consultation and guidance indirectly and without the direct 
knowledge of these six persons . 

Mr. Sourwine: Did you «understand at the time that what 
Mr. Davies was proposing was that these six persons be 
duped into providing information that the CIA could use? 
That either was your understanding or it was not. 

Mr. Munson: I suppose in a general seuse—I am simply trvy- 
ing to find an alternate of this word “dupe.” It is not a very 
satisfactory word in this instance. | suppose basically this is 
the substance of the recommendation, however. 

Mr. Sourwine: In other words, is what you are saying that 
Mr. Davies referred to these people in his recommendation, 
treated them in his recommendations as persons who would 
not voluntarily help the CIA, but whose help or assistance 
would have to be secured through a means whereby they 
would be unintormed as to the fact that they were actually 
assisting CIA operations? Is that a correct statement? 

Mr. Munson: No. 

Again, I cannot speak tor what was in Mr. Davies mind. It 
did not occur to me at the time he was suggesting that these 
persons were individuals who would not, if directly requested 
by the Central Intelligence Agency, supply information and 
guidance .. This was simply, as I have stated in this 
memorandum, his recommendations as to how CIA might 
avail itself of this guidance and recommendation. 

Mr. Sourwine: Let me ask this question: Was there any- 
thing in his recommendation which could have been con. 
strued, or which, in your opinion, was intended as a recom 
mendation that these people, or any of them, be used as 
double agents? 

Mr. Munson: At no time did I understand that Mr. Davies 
was suggesting the use of any one or all of these persons 1s 
double agents. 
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Senator Ferguson: They were to be used, were they not, 
according to this memorandum, as a unit? 

Mr. Munson: They were to be used as a workshop team, or 
Un; yes; sir . . . 

Mr. Morris: Mr. Munson, was Mr. Davies at that time a 
member of the Policy Planning Board of the State Depart- 
ment? 

Mr. Munson: The dates would have to be checked and the 
records of the Department of State would show. It is my 
recollection that he was. 

Mr. Sourwine: Mr. Mandel, what do the records of the 
Department of State show in that respect? What does the 
State Department Register indicate? 

Mr. Mandel: The Biographic Register of the Department 
of State, dated April 1, 1951, on page 109 says that John 
Paton Davies, Jr., was a Class 2—appointed Class 2 April 14, 
1948, and was member of the Policy Planning Staff Tuly 1, 
1950... 

Mr. Sourwine: It appears that Mr. Davies was assigned to 
the Department of State at the time of this conference, but it 
does not clearly appear that he was a member of the Policy 
Planning Staff prior to July 1, 1950. 


On the day that Mr. Munson testified, Mr. Edgar Snow, 
one of those mentioned in the Munson testimony, told the 
press that he never had been a Communist, and said he was 
completely unaware of the proposal that a committee of six 
be formed to help the CIA, as Mr. Munson had indicated. 

Mr. Davies, in Bonn, Germany, also made a statement to 
the press. He declared that allegations that he had proposed 
Communists or pro-Communists for CIA employment had 
been investigated and “disposed of as without foundation.” 

On Feb. 18, 1952, the State Department issued a press 
release stating that the facts given by Mr. Munson had been 
known to the Department; that the matter was thoroughly 
examined by the Department at the time the original inci- 
dent came up more than two years earlier, and was found to 
be groundless in any implication that Mr. Davies was sug- 
gesting anything inimical to the security interests of the U. S. 

The Department’s statement said that it is advised that the 
controlled use or exploitation of persons of all shades of po- 
litical complexion is perfectly compatible with and customary 
in the business of intelligence, and that a suggestion of the 
kind made by Mr. Davies to the CIA carried no implications 
of disloyalty. 

On Feb. 21, 1952, the Internal Security Subcommittee 
wrote a second time to the Justice Department, asking if, in 
light of the Munson testimony, the Department planned any 
action in the Davies case. The committee included with this 
letter a staff memorandum citing seven items appearing to be 
contradictory in the testimony of Munson and Davies. 

A copy of this memorandum, which was not made public 
until July, 1952, follows: 

February 19, 1952 
To: Mr. Sourwine 
From: Mr. Green 
Re testimony of John P. Davies, Jr., and Lyle H. Munson— 
items contained in testimony appearing to be contradictory. 

Below you will find some samples of apparently contra- 
dictory statements in testimony of John P. Davies, Jr., and 
Lyle H. Munson. All of the excerpts come from the confi- 
dential testimony of John P. Davies, Jr., of August 10, 1951, 
and the confidential testimony of Lyle H. Munson of February 
15, 1952, except the last item which comes from the confi- 
dential testimony of Mr. Davies on August 8, 1951, and the 
open testimony of Mr. Munson dated February 15, 1952. The 
last item referred to is peculiar in that Mr. Davies tends to 
mislead the committee in believing the situation existed which, 
in fact, was contradicted as not existing by the witness 
Munson. 

There are other statements throughout the records which 
are contradictory by influence as well as misleading in fact, 
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and if it is desired that all of these statements be catalougy 
I shall be very happy to do so. I do believe that in the mai, 
most of the material differences in testimony appear in 
memorandum. 





Item No. 1 
(P. 38, Davies testimony, August 10, 1951:) ; 
Mr. Sourwine: Did you ever recommend that Dr. Schwan. 

be retained by another Government agency for policy ee 

guidance? j ‘id 
Mr. Davies: No, sir—categorically. ? 
(P. 4, Munson testimony, February 15, 1952:) , 
Mr. Morris: Do you recall that Mr. Davies recommended ws 


that the six people whose names I have mentioned work fy . 
the Central Intelligence Agency in a position where the ae 
would give guidance to a certain program of the Centr 


Intelligence Agency? ’ 

Mr. Munson: It was Mr. Davies’ recommendation jn oy % 
conference with him that we, as officials of CIA, should ayaj \ 
ourselves of the knowledge and guidance and counsel thy \ 
these six persons could provide us and that they should bff, 
used for consultation and guidance and for the preparation of ¥ 
materials that would be useful to us in our activities o; : 


responsibilities. the 
Mr. Morris: It was your understanding that they were t 
give the guidance rather than to be guided? 





Mr. Munson: That is correct. re 
Mr. Sourwine: The persons you are talking about are those a 
named in the memorandum, that is, John K. Fairbank, and re 
wife, Edgar Snow, Agnes Smedley, Anna Louise Strong, and oe 
Benjamin K. Schwartz, is that correct? 7 
Mr. Munson: That is correct. * 
(P. 16, Munson testimony:) M 
Mr. Sourwine: Now, did the recommendations Mr. Davies , 
made with regard to these persons or any of them invole hel 
the use of those persons as a part of the CIA operation or FE 
any CIA operation? \ 
Mr. Munson: Mr. Davies recommended that we at OPC ry 
should consult with and procure guidance and materials fron , 
Professor Fairbank, and his wife, Edgar Snow, Agnes Smel- Mr 
ley, Anna Louise Strong, and Benjamin K. Schwartz, and that ni 
these materials and guidance should be used by us and that rs 
they would represent a proper approach to effecting off — 
responsibilities. ee 
Senator Ferguson: And proper guidance? hens 
Mr. Munson: And proper guidance. (P 
Item No. 2 M 
P. 73, Davies testimony: ) matt 


Mr. Sourwine: Did you ever state she [Smedley] was nt (Anr 
a Communist, but only “very sophisticated,” or “very poli: § M 


cally sophisticated”? (P 
Mr. Davies: No. M 
Mr. Sourwine: Did you ever suggest that another agency gj Men 

of Government set her up in an office? mep 
Mr. Davies: No. M 


(P. 18, Munson testimony:) 

Mr. Sourwine: Did Mr. Davies have any plans to have al! P 
contacts with these listed persons or they with the Governmet i 4 
in any capacity? be u 

Mr. Munson: It was Mr. Davies’ suggestion that these pe ff y,;, 
sons be situated physically outside Washington in some othe M 
geographical location and that they should be contacted a P 
made use of only through what he called cut-outs or a cut oll M 
This would seem to imply that these persons would not hit,” : 
been knowledgeable, that they were furnishing guidait Mt 
counsel, and materials to the Central Intelligence Agel! Pp 
but that they were actually furnishing it to some int Mt 
mediary who himself would have been knowledgeable # 







where it was going, but that the six persons would not hit ap 
been. Mi 
(P. 25, Munson testimony:) hot n 
Mr. Sourwine: Was Agnes Smedley one of those rest |. 
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mended by Mr. Davies to be set up in this workshop or office 
nain | somewhere away by themselves? 

‘the Mr. Munson: She was. 

tem No. 3 

(P, 38, Davies testimony:) 

Mr. Sourwine: I would like to have a categorical answer, if 
vate we can get it, and let me recall to you in that connection that 
liv you have already testified on this record that Dr. Schwartz 
did not serve as a consultant to you at any time. 

Mr. Davies: He did not, certainly. 

Mr. Sourwine: That being the case, sir, does that help you 
nded ff to answer the question as to whether at any time you told any 
for person, a representative of another Government agency, that 
ther ff }e had been helpful to you as a consultant? 
ntl ff Mr. Davies: Well, I could not have said that, because he 
was not my consultant. 

1 our’ Mr, Sourwine: Did you ever say it? 
avilf Mr, Davies: No; I never did. 
that fl Mr, Sourwine: All right, sir. That is all I was trying to get 
Id bel at 
ionoff §(p. 31, Munson testimony:) 
es or =r. Sourwine: Did Mr. Davies, at the conference which is 
ihe subject of the questioning today, that is, which took place 
ere to on November 16, 1949, discuss Dr. Schwartz’s possible Com- 
nunist or Communist-front affiliations other than as a part 
of the group? 
those Mfr, Munson: No. Mr. Davies did urge that Dr. Schwartz 
s andl ould be used by us in certain fields of our responsibilities, 
g and ygain as a source of guidance and counsel. 

“Mr. Sourwine: He was recommending -that Dr. Schwartz 

be retained by you for policy guidance; is that right? 

Mr. Munson: In broad and general terms, yes. 

Davies fr, Sourwine: Did Mr. Davies state that Schwartz had been 
nvohe helpful to him as a consultant? 
on" Mr, Munson: He did. 
Mr. Sourwine: You are quite sure about that? 





a Mr. Munson: I am quite sure about that. 
Pe Mr. Sourwine: Would it make any difference to you that 
m - 


Mr. Davies has denied ever making such a statement? Would 
that change your testimony in any way? 

Mr. Munson: It would not change my testimony in any 
way. 


nd that 
ad that 


ng our 


tem No. 4 
(P.79, Davies testimony:) 
Mr. Sourwine: Other than in connection with top-secret 
matters, did you ever state that materials prepared by her 
vas not (Anna Louise Strong) would represent the proper approach? 
’ poli Mr. Davies: No. 
(P. 24, Munson testimony:) 

Mr. Sourwine: Did you understand Mr. Davies’ recom- 
agent mendations to be, his statement to be, that the materials 
mrepared by them would represent the proper approach? 

Mr. Munson: Yes, I did so understand. 


tem No. 5 

(P. 89, Davies testimony: ) 

Mr. Sourwine: Did you ever recommend that Mr. Fairbank 
be used for consultation and guidance by an agency of the 
United States? 

Mr. Davies: No. 

(P. 37, Munson testimony:) 

Mr. Sourwine: But he did recommend that Mr. Fairbank 
beused for consultation and guidance by CIA or OPC? 

Mr. Munson: In the manner we have indicated, yes. 

(P. 23, Munson testimony:) 

Mr. Sourwine: Did Mr. Davies ever state that materials 
prepared by Edgar Snow would represent the proper 
approach? 

Mr. Munson: Yes, he did. Let me interrupt to say that it is 
hot my recollection that he singled out Edgar Snow individual- 
\y, but that he did recommend that these persons collectively 
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would be supplying information and guidance which would 
represent a proper approach. 


Item No. 6 

(P. 91, Davies testimony:) 

Mr. Sourwine: Did you ever recommend that Professor 
Fairbank be set up in an office by some agency of Govern- 
ment? 

Mr. Davies: No. 

Mr. Sourwine: Did you ever state that Professor Fairbank 
was a person ideally suited to provide consultation and guid- 
ance for another agency of the Government? 

Mr. Davies: No. 

(P. 24, Munson testimony:) 

Mr. Sourwine: Did Davies recommend that Snow be set 
up in an office by an agency of the Government? 

Mr. Munson: No, that Snow, along with the other afore- 
mentioned persons should be provided quarters and space 
in which to function. This was not designated as an office. 
Again such limiting terms or refined terms were not used. It 
was simply suggested that these persons be situated physically 
in an office or suite of offices at some distant point from which 
they would function. 


Item No. 7 

(P. 11, Davies testimony August 8, 1951:) 

Senator Smith: You can say “Yes” or “No,” “I did,” or “I 
didn’t.” 

Then, if you wish to enlarge or explain, if you say “I did,” 
then I can see how you might wish to go further and say, 
“Here is the reason I did,” or “Here is what they do.” 

We are not asking you that at the moment. We are asking 
you now for the “Yes” or “No” answer. 

Did you recommend them for anybody? 

Mr. Davies: Well, hypothetically, let us put it this way: 
Supposing—and this completely hypothetical—I were to have 
recommended the employment of somebody as a double 
agent, and then I was charged with having recommended 
somebody who was known to have belonged in the other camp 
from us. 

The fact that I recommended the employment of a person 
as a double agent would be perfectly legitimate, and would 
be in the national interest of this country. 

But if I can only reply to questions on this, “Yes, I suggested 
the utilization, not the employment, but the employment of 
so and so as a double agent”— 

(P. 4224, Munson open testimony, February 15, 1952:) 

Mr. Sourwine: Let me ask this question: Was there any- 
thing in his recommendation which could have been construed 
or which, in your opinion, was intended as a recommendation 
that these people, or any of them, be used as double agents? 

Mr. Munson: At no time did I understand that Mr. Davies 
was suggesting the use of any one or all of these persons as 
double agents. 

Senator Ferguson: They were to be used, were they not, 
according to this memorandum, as a unit? 

Mr. Munson: They were to be used as a workshop team, 
or unit: yes, sir. 


On June 19, 1952, a later committee report revealed, the 
Internal Security committee learned the whereabouts of the 
second CIA representative who had heard Davies make his 
proposal of Nov. 16, 1949. This was Mr. Hunter, who was 
subpoenaed and his testimony taken in executive session. 

This testimony has not yet been made public by the com- 
mittee. The committee states, however, that the testimony 
of the second CIA representative confirmed the Munson testi- 
mony in all material respects. It was transmitted to the De- 
partment of Justice. 

On July 2, 1952, the Internal Security Subcommittee issued 
its report on the Institute of Pacific Relations. Included was a 
442-page résumé of the John P. Davies case. The committee 
declared that Mr. Davies had testified falsely in denying that 
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he recommended that the CIA employ, utilize and rely upon 
certain individuals having Communist associations and con- 
nections. It recommended that the Department of Justice 
submit to a grand jury the question of whether Mr. Davies 
had perjured himself before the Committee. 

In Bonn, Germany, Mr. Davies stated to the press: “I cer- 
tainly deny allegations of perjury.” He said any further com- 
ment would have to come from the State Department. 

Mr. Davies’s name once more was brought out on Sept. 29, 
1952. In a hearing before Federal District Judge M. F. Mc- 
Guire in Washington, at the Benton-McCarthy libel suit, 
Gen. Walter Bedell Smith said he still considered Mr. Davies 
to be a “very loyal and capable officer.” 

On Oct. 2, 1952, the Internal Security Subcommittee sent 
a third request to the Department of Justice for advice on 
the Davies case. A letter, addressed to Attorney General J. P. 
McGranery, stated in part that the Committee was aware that 
additional evidence in the Davies case beyond that which it 
had reported publicly but “corroborative thereof” was avail- 
able to the Department. It therefore asked the Department 
what action it intended to take. 

The original Davies testimony before the Internal Security 
Subcommittee was made public on Oct. 10, 1952, as part 
of the IPR hearings record. 

Another phase of the Davies case now opened. 

On Nov. 12, 1952, a spokesman for the High Commissioner 
of Germany announced that Mr. Davies had been called 
home “for consultations.” As later became known, Mr. Davies 
was reporting for secret hearings before the Civil Service 
Loyalty Review Board, which had authority to look over the 
record of the original State Department Loyalty-Security 
Board, hearings on Mr. Davies, and overrule that Board’s 
decision if it found a reasonable doubt as to Mr. Davies's 
loyalty. 

Mr. Davies returned to his post in Germany on November 
22. The Civil Service Loyalty Review Board issued its de- 
cision on December 12. 

The Board said it had reviewed the entire record of the 
case and heard the testimony of Mr. Davies in person and 
argument of counsel on his behalf. It listened to the “highly 
confidential testimony of Gen. Walter Bedell Smith, Director 
of the Central Intelligence Agency, and Ambassador George 
Kennan, former head of the Policy Planning Staff of the State 
Department [Ambassador to Russia at the time this letter 
was written], particularly with regard to Mr. Davies’s sug- 
gested utilization by the CIA of the services of persons al- 
leged to be Communists.” 

The Board’s letter concluded: “We have arrived at the con- 
clusion that there is no reasonab'e doubt of the loyalty of 
Mr. John Paton Davies.” However, the Board noted in a 
separate paragraph that it was not within its province to ap- 
prove or disapprove of the wisdom or judgment of Mr. Davies 
as a Foreign Service officer. 

During January, 1953, after the Loyalty Board had render- 
ed its decision the Senate Internal Security Subcommittee 
reviewed the Davies case again in an exhaustive 11-day 
series of secret hearings. Testimony was taken from several 
people in the State Department and the CIA, including 
Kennan, Munson and others. A second memorandum from 
Munson, made in 1949, giving more detail on the Davies pro- 
posal of 1949, was read into the record. This memo has never 
been made public. 

After this series of hearings the Committee voted unani- 
mously to ask the Department of Justice to determine 
whether Davies should be indicted for perjury. It sent to the 
Department a complete record of the 11 days of hearings— 
a record that had not been available to the Civil Service 
Loyalty Review Board when it passed upon the Davies case 
the previous December. 

On Feb. 4, 1953, came further public disclosures about the 
Davies record. Gen. Walter Bedell Smith was up for con- 
firmation as Under Secretary of State. There had been rumors 
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on Capitol Hill that his connection with Davies was to | 
explored. General Smith went before the Senate Foreign Re, 
tions Committee to testify as to his fitness for office. 

Excerpts of this testimony pertinent to the Davies 
are as follows: 

Senator Wiley, chairman: General, you were asked to cuit 
up here to give us your statement in relation to the cage 
John Davies. You know there have been a lot of rumors inj 
press relating to your testimony before the President's Loy 
Review Board. I understand you have the transcript of th 
Board with you. Would you be good enough to give us tly 
testimony, with emphasis on the main issues that arose, ' 

General Smith: Yes, sir; and I have the record here whid 
regrettably, is very scanty because I found when I got} 
never having seen this paper before, that most of it was n 
put on the record. I will have to interpolate parts of it foi 
memory, and give you the general substance of it . . . 

Senator Ferguson: Generally, I understand some of 
matters were, at the Loyalty Appeal Board hearing, of i, 
record not because they were related to security but for oth, 
reasons. 

General Smith: No, they were considered— 

Senator Ferguson: Or was it just that they did not reco 

General Smith: They were considered too sensitive to pi 
in a written record, and I am not going to cover all that eithe, 
but I am going to tell you the general scope of what was |e 
off. 

Senator Ferguson: Were they sensitive because of security? 

General Smith: That is right, sir. They were operations, the 
were methods and sources. 

Senator Ferguson: Oh, yes; I am familiar with that. 

General Smith: That is it. 

I was asked if I had knowledge and general information d 
Mr. Davies’ activities—knowledge of Mr. Davies’ activitix 
and general information about him while I was in Moscy, 
and I said that I had intimate knowledge of his activities ai 
general information about him. 

Then I was asked my opinion as to his loyalty and abiliy 
as a member of my staff while he was under my observation 
and J replied that I had already stated this opinion public), 
that I found Mr. Davies to be an able, well-informed Forig 
Service officer, and that I had seen nothing in his performane 
of duty that in any way caused me to suspect his loyalty, 

I was then asked if I had found him in any sense symp 
thetic to the Communist cause during this period and I sf 
on the contrary, I did not. 

Then | was asked with regard to the subsequent peri 
since 1950, during which I was Director of the Central Intel: 
gence Agency if I had become familiar with the Davies-Mu- 
son controversy, and I replied that I had, from the record, ail 
I was asked if I had talked to individuals still in the organia 
tion about this controversy, and I replied that I had not talked 
with them directly, that I had not talked with Mr. Muns, 
nor had | talked with any of the other people who had diret 
knowledge of the conversation which caused the report @ 
which the investigation was based, but that I had talked t 
my security officer, and that I had talked to the head of th 
division that was concerned with the incident which had bea 
reported, this having occurred in the period before I becant 
Director of Central Intelligence. 

Senator Mansfield: Mr. Chairman, may | ask General Sai 
on what basis did Mr. Davies go to Mr. Munson—what wet 
his credentials? 

General Smith: | think that this will be covered a little bi 
later. I am giving this more or less in the order in which th 
questions were asked and answered. 

I was then asked if I would comment on the records at 
what I knew from them and I said that I would, but tht! 
had to speak from recollection because I had looked at te 
records some time ago, and that I did not need to go overt 
background with which the Loyalty Board was alte 
familiar. 
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[then said that there were certain peculiar aspects in con- 
ection with this matter which normally would not have 
‘en in a highly classified organization like the Central In- 
elligence Agency. 

From that point on there was no record taken, but what I 
ctually told them was the general relationship between Mr. 
funson of the Central Intelligence Agency, and Mr. Davies, 


Besumably as a representative of a group of officers from 


ther departments who were charged with giving policy 
jdance to one office in the Central Intelligence Agency. 

Senator Gillette: Mr. Chairman, may I ask, General, what 
jo you mean by “presumably”? Was that his function or was 
it not? 

General Smith: I do not know personally because I was not 
tthat time Director, but he was understood to represent this 
goup and he was at that time an assistant to Mr. George 
Kennan, Ambassador Kennan, of the State Department. 

Senator Wiley: Who did you mean drew that presumption? 

General Smith: I did. 

Senator Wiley: Your own presumption? 

General Smith: Yes. You see, I had a rather scanty record 
t that time. Mr. Davies was visiting the Central Intelligence 
{gency in, as far as my representative knew, his official 
capacity as a representative of that group, and as an assistant 
to Mr. Kennen, the State Department’s outstanding authority 
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Senator Knowland: Mr. Chairman, might I ask a question 
it that point? Perhaps you are going to cover it, but it may 
be answered on or off the record here, whatever the chair- 
nan of the committee determines. Since you had that pre- 
sumption, and since an unusual request was made to place 
vrtain people in your agency, did you then follow up with 
the State Department to find out whether he was acting in 
his official capacity or whether he had come there as an indi- 
vidual making individual recommendations? 

General Smith: I have since I gave that testimony, and find 
that he was, and that Mr. Kennan feels that he has a re- 
sponsibility in connection with this matter. Mr. Kennan has 
written me a letter in which he has so stated. Although 
whether Mr. Davies’ recommendation represented the opinion 
ofa collective group or whether it was his own opinion in his 
oficial capacity I am unable to say because I have not talked 
tohim about it . . . 

Senator Knowland: Did Mr. Kennan in his letter to you 
underwrite the same recommendations to you of personnel 
that Mr. Davies presented to your associate, Mr. Munson? 

General Smith: No. You must remember that this recom- 
mendation was not made to me or to a man who was at that 
time my associate. I was not then Director of Central Intelli- 
gence. This all happened before I arrived, and I am simply 
testifying from the records of my own office. 

Mr. Kennan in his letter to me did not specifically under- 
write this particular recommendation. He simply said that he 
felt a definite responsibility for Mr. Davies’ recommendations 
at the time. This was a longhand written letter, and in con- 
nection with his possible future. 

Senator Ferguson: Mr. Chairman, I wonder whether I might 
suggest something to the general which the record might 
show. Is it not true that Davies claimed that he conceived 
me time prior to this recommendation the idea of a plan 
which the recommendation of these six or more persons 
could have carried out? 

General Smith: That is my recollection of the written 
record, 

Senator Hickenlooper: Mr. Chairman, it may be perfectly 
clear to the committee, but I do not think it can be over- 
emphasized that the events involving Mr. Davies in these 
activities occurred at a substantial time before General Smith 
¢ Director of CIA; they occurred under the previous 
Director, 

Senator Fulbright: Who was the Director? 

General Smith: Admiral Hillenkoetter. 
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Senator Hickenlooper: Hillenkoetter who, I may say, turned 
down these proposals, but that was before General Smith 
ever came in; so I think what General Smith wants to convey 
—I have been through some of these records—is that he was 
testifying about these matters which had occurred before he 
ever came into the CIA, and he was only testifying from, per- 
haps, hearsay or records which he had dug out or reports 
which had been given to him about matters which had 
occurred before he became connected with the CIA. 

General Smith: I know that you are all interested. Maybe I 
can make this picture a little clearer by saying this: Mr. Mun- 
son was a CIA officer in the division, which I have described 
to vou off the record. 

This division was created as a result of the recognition that 
something had to be done to counter the Communist cold war. 

Anything that was created at that time, in that field, in- 
evitably had to be a compromise between the viewpoints of 
the various interested departments and agencies. 

It put in the Central Intelligence Agency an entity which 
was actually in but not of the Agency. This entity took its di- 
rection largely from a group of officers outside the Agency. 
Admiral Hillenkoetter apparently did not have very much 
control over it. 

This incident itself developed from a policy of putting 
security people in the various operating sections of the 
Agency. Mr. Munson, who was an officer of the division I 
have mentioned, was also a security officer. Mr. Davies made 
the proposal to Mr. Munson that a group of individuals some 
of whom I know to be Communists, some whom were prob- 
ably crypto-Communists, others were possibly left wing, but 
have never been demonstrated to have any Communist 
affiliations, be gathered together in another city and used 
through what he called a “cut-out,” which I will define as a 
man of absolute loyalty and trustworthiness who operates on 
behalf of the Government, but whose connection with the 
Government is not known at all to the people with whom he 
is operating, to give certain guidance. 

Mr. Munson, acting in his capacity as an officer of the Di- 
vision, made a report to his immediate senior. He also made 
a report via the CIA security channels to our security officer, 
who made an oral report, later reduced to writing, to Admiral 
Hillenkoetter. 

They were suspicious of this proposal, and they reported 
it to the appropriate authorities, and as a result there was an 
investigation. 

When it came to my attention I dug the files out. I saw the 
two written records, both of them made some time after the 
event, and they varied in two rather significant instances, so 
that I do not have complete confidence in the accuracy of 
either one. 

I rather took the average of the two, reached the conclu- 
sion that Davies had made such a recommendation, that it 
was probable his idea would not have been particularly pro- 
ductive. but that from the purely professional standpoint the 
suggestion was not one which would have caused me to con- 
sider it a grave security risk, although I was unable to assess, 
and I told the Loyalty Board that I was unable to assess, Mr. 
Davies’ motives in making it. 

Senator Knowland: Who were the six people that he rec- 
ommended? 

General Smith: I do not remember all their names, but in- 
cluded among them were Agnes Smedley and another whom I 
knew to be Communists. One or two others I thought were 
fellow travelers, and there were a couple of others whom I 
described to the Loyalty Review Board as people who were 
so politically sophisticated that you just would not want to 
have them around and associate with them under any cir- 
cumstances. 

Senator Knowland: And it was Mr. Davies’ suggestion that 
they be set up as a committee to give us guidance? 

General Smith: Operating through a cutout as I have de- 
scribed to you. 
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Senator Ferguson: General, they were also not only to give 
guidance but to prepare material. 

General Smith: That is right. 

Now, that is the question which has plagued almost every- 
body who has considered it. Is such a thing possible? Well, 
I do not want to go into a lot of great detail on that, but I 
want to say this to the commitee: Yes, properly handled it is. 

(Discussion off the record.) 

Senator Ferguson: General, would you say you could put 
these six people or seven—one that he did not name at the 
particylar time—in an office under a plan that Davies pro- 
posed? 

General Smith: I knew none of the details. 

Senator Ferguson: And use them effectively for America’s 
interest? 

General Smith: 1 know none of the details of the plan, 
Senator, but I know that— 

Senator Ferguson: The record shows what the plan was. 

General Smith: That is right. I would say that if carefully 
and adroitly done—this is going to shock you, and you are not 
going to believe it, I know you do not, but you just have to 
take my professional word for it—I would say that if carefully 
and adroitly handled by a skillful officer and a skillful cutout 
it might very well be productive, and I will tell you why. 

(Discussion off the record.) 

Senator Ferguson: Might I inquire whether or not Hillen- 
koetter, who was the head, and the security branch of the 
CIA thought so ill of it— 

General Smith: They were shocked about it. 

Senator Ferguson (continuing): thought so ill of it that 
they immediately started an investigation concerning Davies’ 
loyalty? 

General Smith: They requested an investigation. They 
thought so ill of it that they considered it a grave danger, 
and they immediately requested an investigation. 

Now, that is the difference between Admiral Hillenkoet- 
ter’s approach of 3 years ago and my approach as it might 
have been today, and all you can do is just draw your own 
conclusions. I am telling you what I think. 

Senator Ferguson: I am not questioning your judgment. 

(Discussion off the record.) 

Senator Ferguson: General, in line with what you are here 
for, do you think the man who made that proposal, and his 
testimony in relation to it, told the truth before the Security 
Commitee and before the Loyalty Board? 

General Smith: I do not know, sir. 

(Discussion off thé record.) 

General Smith: By my definition, a man who is disloyal 
to his country is a traitor. 

Senator Ferguson: All right; that is your definition of a 
disloyal person— 

General Smith: That is right. 

Senator Ferguson (continuing): is a traitor. 

General Smith: That is right. 

Senator Ferguson: But you understand under the Constitu- 
tion that a man cannot be a traitor in the true sense of the 
word when you are not at war? 

General Smith: Sir, I consider— 

Senator Ferguson: That is what is wrong with your defini- 
tion of loyalty. 

General Smith: Well, possibly it is, sir, but then my defini- 
tions of loyalty and of treason are based on my convinced be- 
lief that in this field, at least, and in certain other fields we 
are under hazards of war, cold war, if you like. 

Senator Ferguson: I am speaking legally. 

General Smith: Well, I do not know that, sir. 

Senator Ferguson: The definition that you give of loyalty 
—and I don’t blame you in the Davies case, under your defi- 
nition, you say that Davies is not disloyal because he would 
have to be a traitor to be disloyal. I know of no one who has 
gone to the point of saying that Mr. Davies is a traitor or near 
a traitor, but he could be a security risk. 
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General Smith: Yes, sir. 
Senator Fulbright: General, did Davies represent the 
people to be loyal Americans, or was the fact that they were Mf nun 
Communists well known among the Munson people? (0 

General Smith: No; he did not. He represented them-noy | Se 
there is where I lost confidence in the record. I must tell yp, very 
this. The record on which the investigation was started hy have 
two paragraphs which conflicted with other records, suger 

Senator Fulbright: Which record was this? social 

General Smith: It was an oral report from Munson to hi the i 
security superior, and by his security superior orally to Aq. rerfe 
miral Hillenkoetter, subsequently reduced to writing, and |; rut 
will give you these two examples. nom 

As a result, I said, as I told you a minute ago, that | q would 
not have complete confidence in the accuracy of either off Ge 
those statements, so one has to strike an average. that | 

As a result, I came to the conclusions which I have given Wl Wy 
you, but I did not cover all this before the Loyalty Reyiey “0 
Board. I was only asked if an operation could be conducted 
without a threat to the security of the U. S., that is, withoutip. man 
formation which involved the security of the U.S. getting i po 
into unauthorized hands. My answer to that is, yes, it can, ff york 

Senator Fulbright: Would you say the very least that both fl fe: 
of those accounts showed was that Mr. Davies had at ley itbe 
suggested these people may be Communists; he had not come 
in and represented them as absolutely loyal Americans, The 
question has been raised in both courts, has it not? 

General Smith: Yes. I am sure that Davies knew, although 
I found that it nowhere actually stated in the record. I jere 

Agnes Smedley, for instance, was generally believed to bell it 1 
a Communist, although when the Intelligence people in the Ce 
Far East in writing up the record of the Sorge spy ring, 
bluntly stated she was, she raised a complaint and the Def) Sey 
partment of the Army apologized to her, as I recall. he p 

Senator Fulbright: My point is, you are dealing with the Ge 
motives of this man as distinguished from his judgment, § Ser 
which is a very significant difference. 

General Smith: That is very significant. 

Senator Fulbright: Everybody knew they were Communists 
in dealing with them. His judgment was that she could be 
useful, and it seems to me that in no way reflects upon his 
loyalty. 

General Smith: That was my conclusion. | would have 
questioned the value of the project, certainly have questioned 
it, had it been undertaken at that time with the relative d- 
gree of inexperience that these people had; I would givea 
very close look at it, and I believe that with the knowledg 
that some of my people have, it might have been somewhit 
productive. 

Senator Knowland: General, you started, I think, too som 
on this Agnes Smedley thing. Subsequent to that time and 
after this apology was given— 

General Smith: She died and left— questi 

Senator Knowland (continuing): She died and left all he Boo w, 
money to Mao-tse Tung and left all her ashes to be interéd pation 
in Communist China. Cex 

General Smith: That is what I was about to say. Sen; 

Senator Knowland: Have you run through to see on who igeney 
instructions the apology was issued— 

General Smith: No. 

Senator Knowland (continuing): To Agnes Smedley whet 
General Willoughby and the Far East Command issued thet 
bulletin? 

General Smith: No; I read the book— 

Senator Ferguson: That brings up another point. You #! 
that Munson and the other gentlemen, whom I will not nat 
on the record because of security, knew that these peop! 
were Communists? 

General Smith: As far as I know they believed them tobe 

Senator Ferguson: We had a report later or at the time? 
dicating that we were apologizing to Smedley because 
what people were saying about her as a Communist. 
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General Smith: Then the lady died and, as Senator 
{nowland says, she left all her money to the Chinese Com- 
ist Party. 

- Me tho record discussion.) 

‘ow | Senator Knowland: Am I to understand that even in this 
you] very realistic and cold-blooded approach which, perhaps, we 
had have to have because of conditions in the world, that our 
aggestions should stem from the Smedleys and _ their as- 
gciates? In substance, at least this seems to leave me with 
) his he impression that as far as we are concerned we would be 

Ad M perfectly satisfied to have China or any other satellite under 
nd [Ma ruthless dictatorship just so long as it happened not for the 
moment to be a Kremlin ally and dictatorship, although it 
I dof ould be a dictatorship just as well. 

t off General Smith: Well, Senator, you are not to understand 
hat our suggestions should stem from such people exclusive- 
ven ft ly, 
view (Off-the-record discussion.) 

ted | Senator Ferguson: General, going back to whether this 
itin- pan was submitting a plan that was workable, do you think 
tting ft possible to put a college professor in an office up in New 
can, fork or some other town outside of Washington—he and his 
both § yife with some Communists working on a project—and have 
least fl tbe a success as far as the United States is concerned? They 
come M yere classed as politically sophisticated, and let us take for 
The zanted that they were. I understand that is a Communist 
rm applying to a fellow traveler or one who is going along 
ough he party line. But you say there is no evidence that they 
vere Communists or followed the party line; that is correct, 
to be Ms it not? 

nthe General Smith: As far as 1 know, there is no evidence that 

Ting, # hey were Communists. 

e De Senator Ferguson: You do not say they were not following 
he party line? 

h the} General Smith: No. 

ment, Senator Ferguson: Do you still think that was feasible? 

General Smith: Senator, I have got to answer you truth- 
ully. ; 
unists # Senator Ferguson: | want vou to. 

ld be General Smith: As I did before—I do. As I have told you 
on his i\efore, 1 do, providing, and always providing, that they 
ue working toward a common purpose. That does not mean 
have fihat we like them at all. It does not mean that, as Senator 
tioned i nowland has said, that we want a ruthless dictatorship at all. 
ved Senator Ferguson: Couldn’t you have trouble—I do not 
giv {Minow as you would have trouble—keeping this professor on 
vledge ihe college pay roll at the same time? 
ewhat i General Smith: 1 do not know, sir; I have not gone into 
‘hat in detail. | am simply discussing the thing in the ab- 
0 Sool Bstract. The grave threat to us is the world coalition taking its 
1¢ ad Minders from the Kremlin. 

Senator Ferguson: General, coming back ‘o the practical 
questions of employes in the State Department, you would 
all het Hhoot want people who were loyal to a Communist Party or 
atertel ation? 

General Smith: Certainly not; that is quite different. 
Senator Ferguson: You are talking about an intelligence 
whose gency, 

General Smith: Exactly. 

Senator Ferguson: Not people in the State Department; is 
that correct? 

General Smith: That is exactly right, sir. 

Senator Ferguson: You expect for security purposes in the 
ute Department a different kind of loyalty to our notion 

tn you do in this question of using people by a CIA or an 
FBl or some other intelligence agency? 

General Smith: Yes, sir. But don’t get the impression that 
te Communist or crypto-Communist or anything like that is 
nour ranks. Our personnel have to be all the more loyal and 
ill the more trustworthy. 
tor Ferguson: In other words, you deal through a cut- 
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General Smith: That is right. 

Senator Ferguson: Yes. 

General Smith: And the cutout has to be completely loyal 
and trustworthy, too. 

Senator Hickenlooper: Do I understand that you believe 
there is something to the police theory that one good stool 
pigeon is worth two or three crime laboratories often in solv- 
ing a major crime? 

General Smith: I am afraid I do in some cases. 

Senator Hickenlooper: So it is necessary to treat on occa- 
sions, on a cautious basis, with people that you know will let 
your interests out if it were convenient for them, but if you 
can use their information and use their services for a proper 
evaluation and analysis, which requires some intelligence to 
make use of it, that is a justifiable use. 

General Smith: Yes, I do, Senator. Of course, the critical 
thing is the evaluation and analysis’ because, as you well 
know, we get a hundred false reports for every true report 
we receive. 

(Discussion off the record.) 

Senator Wiley: General, will you comment where we in- 
terrupted you in this report? First, may I say, I understand 
the situation to be this: That before the Loyalty Board you 
were giving an evaluation of a record that had been ac- 
cumulated long before you were connected with the CIA? 

General Smith: That is correct, sir. 

Senator Wiley: How long before? Can you give us the dates 
when it was accumulated and when you testified and when 
you got connected with the CIA? 

General Smith: I joined the CIA on October 7, 1950. My 
recollection is that this incident occurred about a year before 
I joined the CIA and I testified a year later, 1951. 

Senator Wiley: Carry on with the record then. 

General Smith: Now then, to get to the question which 
really Senator Knowland has more or less covered, I dis- 
cussed the type of the operation suggested, and then I say, 
“I have no way of assessing Mr. Davies’ intent in making 
such a proposal. However, regardless of that intent, to the 
individual who is experienced in this type of work, as I am 
beginning to be slightly experienced in it, it is possible to 
use people of this kind.” 

Senator Green: May | ask, the term.has been used a num- 
ber of times, “cutout,” and I would ask in what sense do you 
use it? 

General Smith: A cutout in the so-called technical terms, 
Senator, is an American citizen of complete loyalty and in- 
tegrity who is working for the Government, but the fact that 
he is working tor the Government is unknown to the people 
with whom he is dealing. 


Senator Taft: Including your own staff in your own office? 


(Discussion off the record.) 

General Smith: Then I was asked if, on the basis of my 
understanding of the operations proposed by Mr. Davies in 
1949-that was the date of it, and I came down in 1950, 
a year later—could it be done without a security problem 
being involved, and I answered it this way, “In all covert 
operations security problems are involved and every covert 
operation represents a risk. I have some difficulty in con- 
vincing my State Department associates that one cannot un- 
dertake covert operations without involving some risk of ex- 
posure. However, | think what you mean is could this have 
been so conducted, could an operation of the type suggested 
by Mr. Davies be so conducted that there would have 
been no risk to the security of the United States in that 
there would have been no leakage of information which 
affected United States security. The answer is, “Yes, it could 
have.” 

That is about all there was. 

Senator Ferguson: Mr. Chairman, may I ask one question? 
If we were to follow this policy of these six people or the 
persons named, and to use the materia] that they were fur- 
nishing, and any of them were Communists, wouldn’t the 
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Communists have then known that they were being used as 
agents of the Government through a cutout? Wouldn't it 
have been clear if we had adopted their policies, because 
they were then agents of the Soviet Union, at least, some of 
them were? How could you do it without the knowledge that 
you were operating in this manner? 

General Smith: Undoubtedly the Russian intelligence serv- 
ice, which is an extremely good one, knows a great deal about 
things like this. 

Senator Ferguson: But wouldn't it come back to them that 
it was being used through the Government? 

General Smith: Well, Senator, you are pinning me down, 
and the only way that I can really make myself clear is to 
tell you what goes on. 

Senator Ferguson: I do not care for any further explana- 
tion. 

Senator Taft: The thing that occurs to me is Admiral Hil- 
lJenkoetter turned it down. 

General Smith: That is right. 

Senator Taft: He rejected all five of these men. 

General Smith: That is right. 

Senator Taft: Why should he have done that if this was a 
practical operation at all, and why should Mr. Davies have 
been so insistent and interested himself in it? 

General Smith: Well, as I say, Senator, I cannot assess 
motives. My testimony was based entirely on my observation 
of the man for a period of 2 years and my reading of the 
record. 

My belief is that at that time it would not have been a 
well-advised operation because I do not think the person- 
nel who would have carried it out would have been suf- 
ficiently experienced. I am of the opinion, although I 
have never talked to him about it, that Admiral Hillenkoetter 
was unduly shocked because he himself was _ relatively 
inexperienced. I may be unduly the other way because, 
as you know, I have spent 3 years right in the middle of 
the Russians, and have dealt with them in one way or an- 
other 3 or 4 years, and while I do not underestimate 
them, I certainly do not overestimate them. I know they are 
no smarter than other people, and I know they can be 
made to work against each other. I think it is a difference of 
assessment. 

Senator Ferguson: General, would you not ask Davies if 
you were considering it today about these people, whether 
this person was a Communist, and so forth? 

General Smith: Well, it happens that I personally knew a 
great deal about all of them except the two he mentioned, 
but I do not know that I would ask him. I think I would do 
what my own people did, that is, to go to our own files, pull 
out their dossiers where we would have a great deal more 
about them than they would ever give themselves. We had a 
great deal on all of them, and we have a great deal more re- 
cently. 

(Discussion off the record.) 

Senator Wiley: Will you read again the particular con- 
clusions you arrived at? Again, I say, this is your evaluation? 

General Smith: That is right, sir. 

Senator Wiley: And if you will give us that information, 
then I want to know whether you have covered substantially 
in your talk the testimony that you gave before the Judiciary 
Committee, or is that larger in scope? 

General Smith: Oh, much more extensive in scope. This 
was very brief, Senator. 

Senator Wiley: Yes. 

General Smith: Basically it is, “On the basis of your under- 
standing of the operations proposed by Mr. Davies in 1949, 
would you consider a security problem involved?” My answer 
was, “In all covert operations security problems are involved. 
Every covert operation represents a risk. However, I think 
what you mean is, Could an operation of the type as suggest- 
ed by Mr. Davies have been so conducted that there would 
be no risk to the security of the United States by leakage of 
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information, which in any way affected United States ® 
curity? My answer to that is “Yes, it could.” : 

Senator Taft: General Smith, if these people were ty 
mitting to the Soviet Government just the information 3g, 
what information you were seeking, wouldn't that itself be 
value to the Russian Government, unless you are Very sure 
their loyalty to the United States? 

General Smith: It might be, because in almost all oper 
tions of that type, or certain other intelligence types, the 
is a two-way flow. 

~ (Discussion off the record.) 

Senator Ferguson: In considering this case of Davia 
did you consider his connection with the China poli 
with Vincent and the others that were making the polig 
with the Pat Hurley report, and various other facts thy 
CIA could have obtained, and probably now has in jf 
files? 

General Smith: No, sir; I did not. 

Senator Ferguson: You have access to the FBI? 

General Smith: We have under certain conditions whe) 
authorized by the Security Council, Senator. 

Senator Ferguson: You have not gone into those question, 
on Davies? 

General Smith: No, sir; I have not. 

Senator Fulbright: General, I understood Senator Taft 
say there was persistence on the part of Davies in urging this, 
What was the evidence as to how persistent or insistent he 
was? 

General Smith: The only evidence that my records shoy 
and that is what I know, is that he made this proposal o 
one occasion; I have no record of any other proposal having 
been made. 1 

Senator Taft: I have not read the record, so I am not cer. 
tain about that, but that was the impression I got from the 
staff of the committee, of the McCarran committee. 

Senator Fulbright: Is there any other circumstance in ay 
way reflecting upon the man’s judgment or loyalty that you 
know of? 

General Smith: There are circumstances I know only by 
hearsay that would reflect on judgment. 

Senator Fulbright: On judgment? 

General Smith: Yes. But none that I know of that would 
reflect on loyalty. 

Having answered that much, I want to go further, | 
would say that several of the younger Foreign Service offices 
who were put into China during those early and citial 
days, and who worked with and under General Stilwell, wee 
given responsibility beyond their experience and their m- 
turity. 

I think that many of them were influenced by Generl 
Stilwell’s opinions of the Nationalist Government of Chiang 
Kai-shek and of the fighting qualities of the Commu, 
troops. 

I do not know how many of you read General Stilwell 
diary published after his death, but I am afraid if he wer 
alive today he would be in a difficult position because, beig 
pretty acid-tongued, although a man who spoke Chinee 
very fluently, and who had been over there for a long tine, 
his views on the Generalissimo, on the Chinese National 
Government, and on its future possibilities were rather bitter. 
My own opinion—and I have nothing to back this up, ex 
just my knowledge of individuals, and I have dealt wii 
the human element all my life, individually and in the ms 
—that a number of these younger officers were influenot 
by that point of view. 

Davies, for instance, made the trek out with the troops 
through Burma on foot with Stilwell, and he must hat 
absorbed some of that feeling of frustration and bittemes 
which undoubtedly Stilwell felt. I took that possibility i 
consideration. I think that too much was asked. These m 
were exposed to a very difficult situation at a very eu 
period. 
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senator Smith: General, I would like to ask you if you 
Tie familiar—I suppose you are—with this book that came 
wt-the so-called white paper on the United States relations 
«ith China in 1949? 

General Smith: In a general way. 

Senator Smith: What you have just said in your testimony 
yems to me to be confirmed by Annex No. 47 which appears 
mn page 564—I am just identifying it for the record—where 
ye have a number of dispatches which were called Memo- 
anda by Foreign Service Officers in China, 1943-45. A foot- 


pote says: ; 
These extracts from reports by John P. Davies, Jr., 





avi : 
*e Raymond Ludden, and John Stewart Service are grouped 
olin in order of the several themes as summarized on pages 


5 thal 64-65. 


in i The point I want to make is that we have here a series of 
reports beginning in 1943, one by Davies, another by Davies, 
Wy Service, Davies, Service, and so on, running along. 

‘[had occasion to make a careful study and they seem to 
whenff ne to develop the philosophy that we were all wrong in our 
China policy, and we ought to change it. This was a revolu- 
stionsf ion in China. I always felt that Davies and Service, possibly 
ss you say, were under the influence of Stilwell, and did 
il they could to change the policy of the United States 
‘aft tf fom the previous loyalty and support of Chiang Kai-shek, 
g this» practically throwing him out and throwing out the Na- 
ent hel tonalist Party. That is what was worrying me about the 

Davies case. You are not connecting this in any way with 
show, his particular act of Davies, which we have been discussing. 
sal oul t seems to me that with Davies’ thinking in that direction, it 
having night be connected with Davies’ suggestion of those kind 

if employes in the CIA— 
ot cer General Smith: You see, Senator, the question under con- 
m thei deration and on which I was testifying was whether or 

wot Mr. Davies, an officer of the Foreign Service, was dis- 
in auy yal to his country, and on that basis I answered I did not 
at you hink then nor do I think now that Mr. Davies was disloyal 
i his country in the sense that I construe loyalty and dis- 
byalty. 
To me a man who is disloyal to his country is just a plain 
fat-out traitor. 
woudl Now, the question whether Mr. Davies had good judg- 
nent, whether he is of any use to the United States or 
ther, [ivhether he is a security risk is quite another matter. I have 
offices jeen asked how I thought about that, and I have answered 
critical fl hat— 
l, Wet Senator Smith: Then I ask you right there, to get my 
elt Mi ithinking straight, when you were before the Loyalty Board 
|g consider his loyalty, you have given us your answer? 
Gent General Smith: Yes, sir. 
Chiatg ff Senator Smith: And so far as these documents state there 
nmuti Mis nothing here to show that Davies was disloyal to his coun- 
ty or a traitor or anything else; he had a certain point of 
view that was trying to slant our policy. That does not make 
him disloyal, just a point of view. He is a perfectly loyal citi- 
ze, But now when you went before the McCarran com- 
mittee you were considering the security risk. 

(Discussion off the record.) 

General Smith: I think we may need to ask you for legis- 
ation, possibly of two types: There ought to be some dis- 
tplinary power somewhere vested in the heads of executive 
departments who are responsible for security. The military 
has them, they can take action. 

Senator Ferguson: Don’t you have it under the appropria- 
tions act now in the State Department? 

General Smith: In the Department of State? 

Senator Ferguson: Yes. 

General Smith: Well, it is possible to fire a man, but you 
get maay border-line cases. 
ake the case of an officer who has served faithfully 
for 20 years. Let us assume, as I believe, that he is not 
tisoyal to the United States, but that for reasons cogent to 
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the Department he may have decreased his value to the 
United States; what are you going to do with him? He 
ought to get the benefit of his 20 years of service, assuming 
as I do it is loyal service, even though he may have demon- 
strated bad judgment at times. Some solution must be found 
for people like that. 

Senator Hickenlooper: In other words, you think stupidity 
can be just as dangerous to the United States on occasions 
as deliberate disloyalty? 

General Smith: It might be more dangerous. 

(Discussion off the record.) 


After the Smith testimony, a fourth request for a de- 
cision on the Davies case went to the Justice Department, 
in the form of a letter by Senator McCarran on April 14, 
1953. 

On April 17, 1953, the State Department announced it was 
transferring Mr. Davies to Lima, Peru, where he now is 
stationed, as counselor of the Embassy there. The transfer 
was described as “routine” by the Department. Mr. Davies's 
salary now, as a Class 1 Foreign Service officer, is about 
$13,000 a year. 

On May 1, 1953, the Internal Security Subcommittee, by 
then headed by Senator William E. Jenner, wrote to Attor- 
ney General Herbert Brownell, Jr., saying that if Davies was 
to be investigated by a grand jury, action should be taken 
before he left for Peru. 

On May 18, 1953 Mr. Davies arrived at Idlewild Airport, 
New York, with his family, en route from Frankfurt, Ger- 
many, to his new post at Lima. 

On June 11, 1953, the Internal Security Subcommittee 
asked Attorney General Brownell if a determination had 
been made yet on the Davies case. This was the sixth re- 
quest by the committee, over a period of 22 months, for a 
Justice Department opinion on possible perjury aspects of the 
Munson-Davies testimony. The Deputy Attorney General, 
William P. Rogers, replied on July 6 that the Department 
had not yet reached any final determination. 

That is the Department’s last official word on the Davies 
case up to now. 

The Internal Security Committee once more drew public 
attention to Mr. Davies’s record in its report on Communist 
Subversion in Government, issued July 30, 1953. 

On Nov. 24, 1953, Senator Joseph R. McCarthy, speaking 
on a nation-wide radio-TV hookup, declared in part: 

“We still have John Paton Davies on the pay roll after 11 
months . .. Who is John Paton Davies? . . . Part and parcel of 
the old Acheson-Lattimore-Vincent-White-Hiss group which 
did so much toward delivering our Chinese friends into the 
Communist hands . . . Why is this man still a high official 
in our Government after 11 months-of Republican adminis- 
tration?” - 

The McCarthy speech opened a new chapter in the Davies 
story. 

Secretary of State John Foster Dulles on Dec. 1, 1953, 
announced that a new security investigation of Davies had 
been started the previous May. He said it would be con- 
cluded by the first of next year, and mentioned that more 
than 2,000 pages of evidence—including much material not 
considered by the original State Department Loyalty-Se- 
curity Board—had been accumulated. 

Secretary Dulles also pointed out that Mr. Davies had 
personally requested a new investigation after Senator Mc- 
Carthy’s speech. 

In response to inquiries, the Department of Justice states 
that the possible perjury aspects of the Davies case are 
“still under consideration.” 

Thus, eight years after Mr. Hurley first mentioned Mr. 
Davies’s name, and after a long series of investigations, 
charges and countercharges, the strange case of Mr. Davies 
is still the subject of intense concern behind the scenes in 
Washington. 
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WHAT A ‘TREATY’ MEANS TO RUSSIA 


Secretary Dulles Recalls the Seizure of the Baltic States 


Following is the text of an address made Nov. 30, 1953, 
by Secretary of State John Foster Dulles before a commit- 
tee of the House of Representatives investigating Soviet 
seizure of Lithuania, Latvia and Estonia and Russian treat- 
ment of the Baltic peoples: 


The Baltic peoples proclaimed their independence of 
Russia in 1918. In 1920, Soviet Russia made peace treaties 
with them. By these treaties Soviet Russia recognized, with- 
out reservation, the independence and sovereignty of the 
Baltic States. It declared in these treaties that it voluntarily 
and forever renounced all sovereign rights over the Baltic 
peoples and the territories of the Baltic States. 

On July 28, 1922, the United States extended diplomatic 
recognition to the Baltic governments. We did so in applica- 
tion of our traditional concepts. 

Estonia, Latvia and Lithuania had shown, by four years of 
existence as independent states, that their independence had 
a solid reality. They had successfully maintained internal 
stability, both political and economic. They had conducted 
themselves internationally in accordance with good practice. 
Therefore, they were entitled to our recognition. Indeed, their 
independence fulfilled the kind of hope for all peoples which 
our nation had entertained since its own beginning. 

For two decades the Baltic republics showed the good 
fruits of freedom. Their creative accomplishments were im- 
pressive. Their natural resources were meager. But the peo- 
ples were skilled in agriculture and by their hard work they 
achieved a good measure of economic well-being. National 
arts and crafts flourished. They established a high standard ot 
social justice, and won world-wide respect as exemplary mem- 
bers of the family of nations. Their spiritual and moral 
strength, their love of liberty, their energy and their self- 
discipline showed that they possessed those qualities which. 
more than mere numbers, area or wealth, make for national 
worth. 

The Baltic republics, during this period, gave the whole 
world an ever-needed demonstration of the creative power of 
self-disciplined freedom. 

The present dark period began in 1939. It was begun by 
the ostensibly friendly embrace of the Soviet Union, which 
pressed “pacts of mutual assistance” upon these Baltic 
countries. 

The Soviet Minister of Foreign Affairs carefully explained 
the innocent and protective nature of these pacts in a major 
address of Oct. 31, 1939. I quote his words: 

“The Soviet Union has concluded pacts of mutual 
assistance with Estonia, Latvia, and Lithuania which are 
of major political importance . . . The special character 
of these mutual assistance pacts in no way implies any 
interference on the part of the Soviet Union in the affairs 
of Estonia, Latvia or Lithuania, as some foreign news- 
papers are trying to make out. On the contrary, all these 
pacts of mutual assistance strictly stipulate the inviola- 
bility of the sovereignty of the signatory states and the 
principle of noninterference in each other’s affairs . . . 
We declare that all the nonsensical talk about the Sovieti- 
zation of the Baltic countries is only to the interest of 
our common enemies and of all anti-Soviet provocateurs.” 
Scarcely had these passionate and authoritative words been 

uttered, when the “Sovietization” began. The concluding acts 
occurred about eight months later when the Soviet Union 
marched its Red Armies into the Baltic territories, set up 
puppet governments and caused them to apply for admission 
into the Soviet Union, an admission that was graciously 
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granted. The “nonsensical talk” of the “foreign newspaper 
had come true. 

The free nations of the world were shocked by this ager 
sion. The United States promptly made its position know 
On July 23, 1940, our Government described and denoung 
the “devious processes whereunder the political independey, 
and territorial integrity of the three small Baltic republic 
Estonia, Latvia and Lithuania, were to be deliberately any; 
hilated by one of their more powerful neighbors.” 

The “devious processes” still went on until today over | 
once-independent nations, representing much of the buna 
race, have been “Sovietized.” 

Today, the Soviet leaders still ask the free peoples to accept 
and rely on Soviet mutual-security pacts. We should know hy 
now that when the Soviet rulers use the word “security” the 
mean an opportunity for the Soviet Union to secure new 
victims. 

What of the future? First of all, let us never lose hope th 
there is a future... 

The Baltic peoples, in the face of every imposition, retai 
their will to be free and maintain their steadfast opposition t 
Soviet despotism. Terrorism has been prolonged for now }} 
years. Many of their courageous and noble representative 
have been executed, deported or driven into exile. But thei 
martyrdom keeps patriotism alive. 

The United States, for its part, maintains the diplomaidf: 
recognition which it extended in 1922 to the three Bali@l 
nations. We continue to deal with those diplomatic and 
consular representatives of the Baltic countries who served 
the last independent governments of these States. 

Some may say that it is unrealistic and impractical nott 
recognize the enforced “incorporation” of Estonia, Latvia and 
Lithuania into the Soviet Union. We believe, however, that: 
despotism of the present Soviet type cannot indefinitely per 
petuate its rule over hundreds of millions of —2ople who lov 
God, who love their country and who have a sense of persona 
dignity. 

The Soviet system, which seeks to expunge the distinctiv 
characteristics of nation, creed and individuality must itel 
change or be doomed ultimately to collapse. The time of cl 
lapse depends largely on whether the peoples who remain fre 
produce spiritual, intellectual and material richness; and 
faith which can penetrate any iron curtain. The captive pe; 
ples should know that they are not forgotten, that we are w 
reconciled to their fate, and, above all, that we are not pre 
pared to seek illusory safety for ourselves by a bargain with 
their masters which would confirm their captivity. 

These are our purposes. We have not forgotten the Ailanti 
Charter and its proclamation of “the right of all peoples 
choose the form of government under which they will live 
We still share the wish expressed in that Charter, “to # 
sovereign rights and self-government restored to those Wt 
have forcibly been deprived of them.” 

This is an hour when it is particularly important that 0! 
nation’s dedication to these principles should be made mati 
fest. We approach a possible meeting with the representati 
of the Soviet Union. I can assure you that we welcome opp" 
tunities to settle specific disputes between us; to end the ni} 
in armament, particularly atomic armament, and to retit 
the risks of war. 

But let me also assure you of this. We do not look on‘ 
conference table as a place where we surrender our princi 
but rather as a place for making our principles prevail. Thi! 
our resolve—a resolve which I am confident is backed by 
Congress and by the American people. 
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TALKATHON NO. 3 


By DAVID LAWRENCE 


W: TALKED FOR MONTHS AND MONTHS at Panmun- 
jom—and then laid down our arms, credulously 
hoping it would mean an agreement later to unify Ko- 
rea and secure the withdrawal of Chinese Communist 
armies from Korean territory. 

We have been talking ever since the truce was signed 
only about the time and place and the membership of 
the proposed peace conference. Concurrently, the Com- 
munists have been building new airfields in North 
Korea and bringing in scores of Russian-type jet 
planes to threaten our troops and terrorize the Korean 
people. This build-up is, of course, a violation of the 
armistice terms, but we still talk at Panmunjom. 

We have agreed, moreover, to talk about European 
problems at a four-power conference of Foreign Minis- 
ters at Berlin. This third series of talks may last for 
months and months, too. We have had only 289 “talks” 
in the last few years with the Soviets on the Aus- 
trian problem. 

Morality in dinlomacy is at a low ehb. Dishonesty 
and hypocrisy are condoned. The illusion seems to be 
that there is some magic way by which those who tell 
falsehoods to the world can be suddenly converted to 
truth-telling and sincerity merely by listening to the 
eloquent words of an Old World statesman. 

Deals with gangsters never work out. Neither Mr. 
Churchill nor anyone else can negotiate an agreement 
with Soviet Russia today that would be worth the paper 
it is written on. Until there is a free government in 
Russia, there can be no durable peace. 


If talk is futile, is war the only alternative? 
Not at all. Military strength can produce a balance of 
power in the world—can deter an enemy who is 
uncertain of his own capability in a war with the other 
side. But nothing will deter even an enemy of inferior 
strength if the alliance which faces it is weak and deca- 
dent. 

The free world alliance is frail. It lacks not only 
military solidarity and strength, but it lacks moral 
courage. 

Despite the recent caution uttered by Secretary of 
State John Foster Dulles about the importance of over- 
seas bases for our airplanes—and hence the need for 
catering to our European allies—the fact remains that 
a sudden attack by atom bombs on the United States 
direct from Russia would.mean a negotiation until per- 
mission could be obtained, as now required by agree- 
ment between the Attlee Government and the Truman 
Administration, before our planes could take off from 
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bases in Great Britain with atom bombs. It might mean 
a debate in the British Parliament. Meanwhile, many 
American cities would have been hit and _ perhaps 
destroyed. 

We may, on the other hand, face another Pear] Har. 
bor—an attack without warning in the Pacific. Atom 
bombs could be dropped on aircraft plants on our own 
Pacific Coast by planes flown from bases in Commu. 
nist China or North Korea. Once this attack came, the 
Soviets might naively declare that this was only 
the act of “Chinese volunteers” and that Moscow was 
really “neutral.” Would our European allies vote then 
to let us use their bases against Soviet Russia, or would 
they insist that, since Europe itself had not been at- 
tacked, it would be better for them to remain nev- 
tral? 

Is there any assurance, moreover, that the European 
parliaments, which can be infiltrated any day by a 
Communist bloc, will not suddenly vote to prohibit us 
from using their bases? 






The plain lesson of today for the American 
people is to build more intercontinental bombers for 
our Air Force that can deliver a death blow on our 
enemies from our own territory and construct at once 
as many big aircraft carriers as we can for our Navy. 
This would enable us instantly—if we are attacked— 
to reach the enemy heartland without depending on 
overseas bases. 

Only in this way can we prevent our country from 
being blackmailed into surrendering our principles 
merely to get the theoretical use of bases from which 
we may never be allowed to fly our planes. 

America must look to her own defenses first and rely 
only secondarily on the use of overseas bases. We must 
not stay in the sorry position in which the Secretary of 
State, in his formal statement last week, inadvertently 
put this country when he virtually conceded that even 
the unmoral trading with the enemy by the Europeans 
during the Korean war must be overlooked as we cfa- 
venly seek the right to a continued use of overseas aif- 
bases. 

It is time to consider the safety of the United States 
as primary and as of the highest priority. No other pdl- 
icy can now be regarded as dependable after the star- 
tling revelation by the Secretary of State concerning the 
price we evidently are being asked to pay to keep over- 
seas bases. No membership in any alliance is worthy of 
American honor if it is built on the sacrifice of moral 
principle. 















U. $. NEWS & WORLD REPORT © DECEMBER 11, 1953= 










a a 










in 


us 





John Rand 
had an Idea 


In 1841, John Rand was granted Letters 
Patent by the United States and Great Britain 
covering a method of “preserving paints and 
other fluids by confining them in close metal- 
lic vessels so constructed as to collapse with 
slight pressure and thus force out the paint or 
fluid confined therein through proper open- 
ings for that purpose, and which openings may 
be afterward closed air-tight, and thus prevent 
the paint or other fluid from being injuriously 
acted upon by the atmosphere.” 


History records no other facts concerning 
John Rand or his invention. Probably he 
reaped no reward from his idea, either in the 
way of pecuniary gain or public acclaim. 

Yet, the modern collapsible tube .. . not 
far removed in concept and design from John 
Rand's original drawing .. . has been a mighty 
contribution to our civilization and standard 
of living. It is the modern package for denti- 
frices, shaving creams, cosmetics, pharmaceu- 
tical products, food, and a variety of other 
products, including the paint which John 
Rand had in mind more than a century ago. 


Hundreds of millions of collapsible tubes 
are used annually in the United States... and 
for several very good reasons. Collapsible tubes 
are the consumers’ honest package, since there 
are no false bottoms, padded sides or surplus 
weight; they completely protect a product 
from direct sunlight or harmful artificial rays; 
they protect a product from exposure to con- 
tamination or drying out; they are safe, sani- 
tary, non-refillable, light in weight. 


Every manufacturing firm which packages 
its product in collapsible tubes knows Peerless 
tubes. They, all of them, will tell you there is 
no finer tube made anywhere in the world. 


PEERLESS 
TUBE COMPANY 


Bloomfield, New Jersey 
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New 1954 Chris-Craft 36-f. Corre Options of twin engines up 1 290 hp speeds to 28 mo. 


NEW Corvette mae six in three 
luxurious cabi luded master 
stateroom with a. compartment; 
amidships is the living area with 
chair-height picture windows and gal- 
ley-snack bar; forward, another pri- 
vate stateroom with toilet. Write for 
data on this and thirty-four other 
1954 Showboats oy 

























NEW Commonder has selection of 
interior arrangements as either a six- 
sleeper (right) or a four-sleeper (with 
same forward cabin os Corvette, 
above). Broad one-level cockpit; hard 
top with side and aft curtains over 
bridge; chair-height picture windows; 
exceptional comfort. See a friendly 
Chris-Craft Dealer today! Buy now! 
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